Announcing 


A Greater Service 
TO 


INVESTORS 


Four years ago Babson’s Reports broke all pre- 
cedents and announced a Supervised Investment 
Service for $120 per year. In doing so we ac- 
cepted a fact which every investor knows—that it 
is impossible for anyone to supervise successfully 
all securities. Therefore we concentrated our 
efforts on a relatively few issues. The result has 
been that the Babson Supervised List, in a recent 
19 months’ period appreciated 128% while the 
Dow-Jones Composite Average advanced only 
92%. 

Based on this four years of successful exper- 
ience, we are now extending our supervision to a 
larger list of securities so that we may render 
even more comprehensive service. We are in- 
creasing our Supervised List to about three hun- 
dred issues. These securities are well diversified 


and are under constant supervision. 


Roughly fifty percent of your holdings when 
you subscribe will probably be in this List unless 
you are over-concentrated in Government, muni- 
cipal, real estate, bank, insurance, or local secur- 
ities. By making only a few changes, the majority 
of your securities will then be in our List. 

The aim and purpose of this increased list and 
supervisory service is purely to be of greatest 
help to you in securing, increasing and protecting 
your profits, and to get you in the strongest in- 
vestment position possible. In the thirty years 
this organization has been in business, it has al- 
ways tried to improve the value of its service to 
clients. 
uously, from which clients have benefitted greatly. 


Write, wire, or ‘phone for further particulars of 


Improvements are being made contin- 


this enlarged Supervisory Service. Let us show 


you how it can relieve you of investment worries. 


Babson’s Reports, Babson Park, Mass. 


Incorporated 


Write, wire, or ‘phone 


Babson’s Reports 
Dept. 48-77, Babson Park, Mass. 


i Without charge or obligation send full 
eee ee cone particulars of new service for INVESTORS. 


For Full Particulars 
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To The Man 
With Two Pairs 
Of Pants 


There have been times in the 
careers of most of us when to 
own two pairs of pants mark- 
ed the zenith in affluence. 
As a matter-of-fact one of the 
first places to reflect prosper- 
ity has always been the ward- 
robe. Moths are really an 
indication of money. You 
never find moths fattening 
in an empty closet. So if 
your closet is comfortably 


lilled you need protection. 
We can’t sell you insurance against 
moths, but we can offer you an insur- 
ance policy that will indemnify you 
for losses to your personal property 
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"A LITTLE DOES ALOT” 


Send tor tree cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 














Volume 59 No. 3 November 21, 1936 


The Ticker Publishing Company is affiliated by common ownership with the Invest- 
ment Management Service and with no other organization. It publishes only The 
Magazine of Wall Street and Business Analyst, issued bi-weekly; Adjustable Stock 
Ratings, issued monthly; and The Investment and Business Forecast, issued weekly. 
Neither the Tieker Publishing Company nor any affiliated service or publication has 
anything for sale but information and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 


CONTENTS 


THE TREND OF EVENTS............. ee 
What’s Ahead for the Market? By A. T. Mille oc ee 
A Preview of the 75th Congress. By Theodore M. Knappen.. 138 
The Utilities and the Continuing New Deal. 
i ee eee . 141 
Market for Electric Equipment Must Expand. 











eq 1936, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 
Cc. &; ‘yckof, President and Treasurer. E. Kenneth Burger, Vice-President and Man- 
aging Editor. Ralph J. Schoonmaker, Secretary. The information herein is obtained 
from reliable sources and while not guaranteed we believe it to be accurate. Single copies 
on newsstands in U. S. and Canada, 35 cents. Place a standing order with your newsdealer 
and he will secure copies regularly, Entered as second-class matter January 30, 1915, at 
P. O., New York, N. Y., Act of March 3, 1879. Published every other Saturday. 

SUBSCRIPTION PRICE—$7.50 a in advance in the United States and its pos- 
sessions, Canada, and Pan-America, oreign, $8.50. Please send International Money 
Order or United States Currency. 

TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 

EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 


London, E. C. 4, England. 
Cable Address—Tickerpub. 

















— by ony all other perils. By Stanley Devlin ............. ... 148 : 
hang ee ne ae Industries for 1937 Profit. By John D. C. Weldon . 144 . 
Minin inee Bethlehem Steel ... A Colossus Reborn. By Ward Gates.. 148 th A h 
THE PHOENIX “a a Seller’s Market Today. By Henry Richmond, Jr..... - “wel 
appening in Washington. By E.K.T.................. 154 Recen 
INSURANCE COMPANY The S 
OF HARTFORD, CONNECTICUT e Stockholder Holds the Bag. By M. L. Seidman........ 156 some 
Cash Capital, - + + — $6,000,000.00 Motor Trucks Head for New High. By George L. Merton.. 158 she w1 
Retence Puieyhaliers,  SISIN,324.61 Britain in the Tide of Recovery. By Harold Fisher........ 160 concer 
Stocks with Profit Prospects. rapita 
By Tue Maaazine or WALL Street Staff ... 162 cy. Sage 
Chicago Pneumatic Tool Co. 162 a 
Republic Steel Corp. . 162 ai 
National Acme Co. .. 163 Ris 
National Gypsum Co. - . 163 dideral 
Blaw-Knox Co. .. ieee Boas . 164 which 
(Is Colorado Fuel & Iron, Inc. 164 “the g 
FALL FABRICS } American Type Founders, Inc. _ 164 “trend 
In the new designs and ( Fourth Quarter Forecast. By Edwin A. Barnes -... 165 or of ¢ 
colors now showing. V6 Crown Cork & Seal—Larger Earnings Expected. Never 
Business suits and top- y By Munroe E. Marshall, Jr........ . 166 length 
coats start at only ] For Profit & Income .......... ... 168 nd ¥ 
, Understanding Today’s Market Fluctuations. coal 
cei v By Pecdrniea: K. Dodge 170 ages 
An appointment will be THE BUSINESS ANALYST 17 the im 
made at your pleasure. Essential Statistics ................... .. 1% 
Telephone Answers to Inquiries ................. v . 176 
BRyant 9-7495 New York Stock Exchange Price Range of Active Stocks ... 180 
SHOTLAND ann SHOTLAND eee LE Tae TEE ET eee 194 
( re uth amine = ») Bank, Insurance and Investment Trust Stocks ............. 194 


130 THE MAGAZINE OF WALL STREET | NOVE 

















With Th\e Editors 





If Right, Stick With Jt. 


SomE months ago, in quite human 
impatience, a lady complained to us 
that her stocks were not moving up 
es well as was “the general market.” 
Recently, having cashed some hand- 
some profits in these same stocks, 
she wrote us that she was very much 
concerned with the amount of the 
capital gains tax she would have to 
pay next March 15! 

Those who invest in stocks have 
many dangers to contend with and 
guard against. Not the least of 
these is impatience. There are con- 
siderably more than 1,000 stocks 
which make up this thing we call 
“the general market.” The market 
“trend” is an average of the whole 
or of a selected, representative list. 
Never do all go up together for any 
length of time. Strength and activ- 
ity in twenty or thirty stocks can 
snd the Dow-Jones daily “aver- 
ages” zooming upward and create 
the impression of a roaring general 


advance, although hundreds of 
stocks stand still. 

Rome was not built in a day— 
and worth while stock market 
profits are seldom made except by 
the minority who have the wisdom 
to make a sound selection—whether 
upon their own initiative or upon ad- 
vice of qualified counsel—and there- 
after have patience to stick with it. 

In the summer of 1932 Chrysler 
sold at 5. Recently it sold above 
187. This is an appreciation of 132 
points—but the time required has 
been more than four years. If there 
is any speculator in the country who 
has made as much as 132 points out 
of this stock by trading in and out 
ot it—trying to catch the rallies and 
avoid the reactions—we would like 
to be introduced to that individual; 
and if he exists, which we doubt. 
there ought to be a monument 
erected to him as the great excep- 
tion which proves the rule. 


Last January a certain “expert” 
forecaster of our acquaintance began 
predicting reaction. It came in April 
and was quite severe while it lasted, 
but it did not carry prices below 
where they had been at the start of 
January. No one could have profited 
by selling in January and replacing 
holdings in the April decline. Even 
one lucky enough to guess the exact 
bottom in April could have done 
little better than replace his January 
position without loss. For the 
majority who followed this advice 
it meant losing positions or replac- 
ing them at higher levels. 

We are not arguing that any and 
every stock be held with stubborn 
determination. If a stock held for 
a reasonable time does not move 
up, take a careful second look at it. 
There may be something the matter 
with it—but if second thought shows 
no real flaw, be patient. If you are 
right, stick with it. It will move. 
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The world’s longest bridge, stretching 
844 miles across San Francisco Bay,is 
open this month. It is seven times as 
long as the Brooklyn Bridge. Picture 
taken as the bridge nears completion. 





RAE A MNES RRR 


Pap) pene CORONER 


THIS MONTH...STEEL JOINS SAN FRANCISCO AND OAKLAND 


T WAS only 76 years ago folks called 

Captain Eads “crazy” when he pro- 
posed building a steel arch bridge across 
the Mississippi River at St. Louis. 

It was only 64 years ago, when the 
Brooklyn Bridge was started, that people 
said, ““Men cannot work like spiders, 
spinning cables in the air.” 

But those bridges are still standing, 
and in daily use. 

So when the enterprising citizens of 
the West Coast proposed to span San 
Francisco Bay with an 8!4-mile bridge 
joining San Francisco and Oakland, 
people didn’t say, “It can’t be done.” 


AMERICAN BRIDGE COMPANY °* 
LTD. « 
COMPANY . 
OIL WELL SUPPLY COMPANY 


RAILROAD COMPANY 


AMERICAN STEEL & WIRE COMPANY - 
CARNEGIE-ILLINOIS STEEL CORPORATION  ¢ 
FEDERAL SHIPBUILDING AND DRY DOCK COMPANY ° 
SCULLY STEEL PRODUCTS COMPANY 


There were great difficulties, it is true 

the distance, deep water, quicksand, 
tides. But once again engineering skill, 
plus improved steel, made possible what 
once was impossible. And so this month 
the world’s largest bridge opens to traffic. 

Experts say no bigger bridge will be 
built for the next thousand years. There 
are no large navigable bodies of water 
where the traffic is likely to be dense 
enough to justify such a bridge. But if 
bigger bridges should be needed, steel 
and engineering skill will be ready. 

No country can grow faster than its 
transportation. And as transportation 


COLUMBIA STEEL COMPANY * 
NATIONAL 


* UNIVERSAL ATLAS CEMENT COMPANY 


United States Steel Corporation Subsidiaries 





CANADIAN BRIDGE COMPANY, 
CYCLONE FENCE 
TUBE COMPANY 


* ‘TENNESSEE COAL, IRON & 


has speeded up and improved, bridge 
building has kept pace. Its advance has 
gone hand. in hand with the improve- 
ments in steel—a continuous process in 
which United States Steel has played 
an important part. 

A United States Steel subsidiary was 
awarded the contract for. the entire 
superstructure of the San Francisco- 
Oakland Bay Bridge. This contract in- 
cluded steel and wire as well as the actual 
work of erection and cable spinning— 
the world’s largest steel job. This giant 
structure is not only a steel bridge—it 
is a United States Steel bridge. 
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The Trend of Events 


AN INFLATION EVERYBODY LIKES ... When the 
stock market spurted briskly after the re-election of 
President Roosevelt, with copper shares in the lime- 
light, some observers wagged their heads and said, “Ah! 
Inflation sentiment.” Yet other stocks having scant 
merit as “inflation hedges” went up also. and so did 
United States Government bonds and many gilt-edged 
corporate bonds. 

We have heard a great deal of this word “inflation” 
since March, 1933, with no two people agreeing as to 
its meaning. In the stuffing of the banks with Govern- 
ment bonds we have inflation of a kind—but we had 
an inflation in the last period of prosperity when the 
banks were being stuffed with private promises to pay. 
When private citizens signed the I. O. U.’s against which 
the banks wrote up deposits, most people called that 
“good times.” Now that the Government has pledged 
its credit for a write up of deposits, some call it “infla- 
tion.” The great majority of the people—as the election 
indicated—consider it “good times,” precisely as they 
did between 1922 and 1929. 

We believe the popular view will prove substantially 
correct. We are having the kind of inflation which 
means expanding credit, rising profits, increased wages, 
more active business, rising commodity prices. You do 
not have to hedge against this kind of inflation by 
buying gold shares or commodity stocks or real estate— 








at least not yet. Stocks are up and will go higher in 
time because of rising earnings, low interest rates and 
an abundance of funds seeking remunerative investment. 

Of course, the Federal budget must be balanced within 
a reasonable time—for there is this difference: that, 
whereas the over-expanded private debtor defaults, an 
over-expanded sovereign debtor inflates. But the budget 
will be balanced. When? With a budding business 
boom kiting Federal revenues, our guess is—within 
eighteen months. Meanwhile the dollar will continue 
to be perfectly good money. 


REGULATION OF INVESTMENT TRUSTS ... It is 
novel and refreshing to see officers of one of the largest 
and most successful investment trusts—Lehman Corpo- 
ration—not only offering no opposition to the principle 
of sane Federal regulation of these financial institutions 
but offering some sound suggestions to the S E C as to 
how the interests of the investing public can best be 
served. 

Robert Lehman and John M. Hancock, president and 
vice-president, respectively, of Lehman Corporation, 
advocate standard accounting principles to be used by 
all investment trusts and issuance of quarterly reports 
giving full information concerning not only market oper- 
ations and realized profits or losses but covering such 
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matters as underwriting activities, brokerage, sales to 
purchases from sponsors, officers and directors; joint 
purchases or sales, repurchase of own securities or those 
of subsidiaries or affiliates; brokerage received by direc- 
tor, officer or sponsor; and designation of any items in 
the portfolio so as to show whether representatives of 
the sponsor or of the investment trust are directors of 
any company whose security is in the portfolio and 
whether the sponsor has participated in a public offering 
of the security. 

Certainly safeguards of this kind would go a long way 
toward eliminating any possible abuses of public confi- 
dence in the management of investment trusts. There 
is a hint, however, that some within the S E C are 
inclined to go further and insist on divorcing investment 
trusts from banking firm sponsorship. Naturally, Messrs. 
Lehman and Hancock oppose that. We believe they 
are right. Certainly in this instance the experience, 
ability and reputation of the sponsor—Lehman Brothers 
—contributed to the success of the investment trust, 
Lehman Corporation. Stockholders will not be safe- 
guarded by any “reform” which tends to lower the 
quality of investment trust management. Full publicity 
on all operations would seem to shut the door to abuse. 
If it does not, then will be time to legislate divorce from 
investment banker sponsorship. 


WHY FEAR FOREIGN FUNDS? .. . President Roose- 
velt has expressed the belief that “hot money” invested 
in our markets endangers their stability through the 
threat of sudden liquidation and withdrawal. Prior to 
this, alarm was felt in a number of quarters over the 
seven billions of dollars that foreigners are estimated 
to have invested in our country. Francis P. Garvan 
of the Chemical Foundation in his controversy with 
the Department of Commerce over our balance of 
payments says that if the present trend continues 
the net creditor position of the United States will 
be reduced by more than three billions of dollars 
this year. Going on for long, he says, “It portends 
a panic.” Certain brokers note the same thing and 
attribute it to the comparative ease with which Amer- 
in London and else- 


ican stocks can be_ bought 
where. Their remedy—savoring in some respects of a 


not disinterested attitude—is a reduction in margin 
requirements in New York so that speculators and in- 
vestors here can buy securities as loosely as they may 
be bought in other centers. There is no question, of 
course, that a great deal of foreign capital has migrated 
to the United States within recent years. Nor is there 
any doubt that war debt defaults, defaults on foreign 
bonds, repatriation of foreign securities, the narrowing 
gap between merchandise exports and imports, the tre- 
mendous flow of gold and silver to this country, have 
all combined markedly to reduce our net creditor posi- 
tion. But, one may ask, what of it? The combination 
of mounting imports of goods and capital may, indeed, 
change our status. But we have thriven as a debtor 
before. We can thrive as a debtor again. And, as for 
foreigners doing something terrible te us should they 


acquire control of, say, the United States Steel Corp, 
the thing is nonsense. They might have the title, but 
we should have the property and, after all, possession ig 
nine points of the law. General Motors owns the Adam 
Opel works in Germany, the biggest manufacturer of 
automobiles in that country. Is Germany alarmed? 
Not a bit. She lets the American genius for building 
automobiles work for her, the business yields a hand- 
some sum in taxes and the American owners can re- 
habilitate, expand and do anything they like. The only 
thing they are unable to do is to obtain a penny return 
on their investment. 

Our logical course then is clear. We have nothing to 
fear from foreign investments as such; what we have to 
fear is their sudden liquidation and withdrawal over 
present facilities. Hence, the thing to do is to change 
the facilities, or at least have plans, and so notify the 
world, that they can be changed at a moment’s notice, 
We should be prepared with exchange and other restric- 
tions in the manner of Germany to nullify any explosion. 
If foreign holders knew in advance that they would not 
be permitted to take their funds home in the event of an 
incipient panic they would be less likely to put them 
here in the first place and less likely to liquidate 
suddenly in the second. 


—A 


WAGES CONTEND WITH HIGHER PRICES... Hardly 
a day goes by that there is not an announcement of 
increased wages for several thousand men. This is 
gratifying evidence of the breadth of our recovery and 
still more gratifying is it from the social standpoint, in 
that it shows a disposition on the part of industry to 
share its increased profits with the labor which helps 
to make them possible. Moreover, recovery shared by 
the masses of the people has a much sounder foundation 
than if it meant merely more wealth for the wealthy. 
Today, however, a novel development is accompanying 
the increased wages. Although some of the extractive 
industries have long been paying wages which varied 
with the selling price of the product, it has not been 
usual for manufacturing companies to consider any 
external factors in their wage scales. It is believed that 
General Electric was the first big company to announce 
a plan under which the workers’ pay would rise auto- 
matically in accordance with the cost of living index of 
the United States Department of Commerce. Over the 
past few weeks, thousands of workers in the steel indus- 
try have been offered contracts, covering immediate 
wage increases and further increases to come with a rise 
in the cost of living. Labor has objected to such con- 
tracts on the ground that they tended to freeze real 
wages. While this undoubtedly would be true were 
wages to follow the cost of living for ever and a day, 
the comparatively short time for which the present 
contracts are being offered would seem to remove all 
the real dangers on this score. We think labor has won 
a victory and that it should be satisfied for the time 
being; a year from now when the contracts expire the 
question of real wages can be gone into afresh. 

An interesting contrast is presented between the steel 
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and automobile industries in this matter of wages and 
prices. The automobile worker is receiving higher 
wages than he ever did; he is being paid bonuses in addi- 
tion. At the same time, the automobile industry is 
offering the public definitely more car for, on the whole, 
less money. Nor are the owners lacking for a return on 
their investment. In the case of steel, however, it is 
agreed that prices will rise before long. Theoretically, 
this will have a tendency to narrow the market, restrict 
recovery and help raise the cost of living thereby tend- 


.ing to deprive the worker of increased real wages. Cer- 


tain it is, if everyone immediately followed an increase 
in the workers’ pay with increased selling prices, it 
would not be long before all of us were spending a 
thousand dollars a week and getting no more for it than 
we do from our present wage. 


GOING THROUGH THE WRINGER .. . Under the 
watchful eyes of the Interstate Commerce Commission, 
forty-four railroads are awaiting reorganization. Ac- 
cording to Chairman Charles D. Mahaffie, the Commis- 
sion will insist upon the guiding principle that there 
must be a sufficiently drastic reduction of capital 
obligations to bring fixed charges within the average 
earning power of the reorganized properties in depres- 
sion as well as prosperity. 

That principle is sound, but it is human nature for 
equity owners and holders of junior bonds to fight 
against taking losses in such capital reorganizations or 
at least to insist that losses be held to a minimum. Yet 
out of thirty-one Class I roads that were reorganized 
in the courts between 1915 and 1933 ten are now again 
facing another reorganization—proof that the preceding 
reorganizations were not sufficiently drastic. 

Here every interest concerned would have fared bet- 
ter in the long run had greater losses been taken in 
effecting a drastic scaling down of debt. Junior owners 
merely put off the evil day. Some of our strongest rail- 
roads of today, such as Norfolk & Western and Atchi- 
son, got that way through drastic reorganization many 
years ago, followed by a conservative policy of plowing 
back restored earnings into the physical properties until 
they were capable not only of earning fixed charges 
under almost any conditions but of paying dividends 
under most conditions. Their example can be followed 
with profit in the pending rail reorganizations. 


INSECURE SOCIAL SECURITY ... The Social Security 
Board has started the gigantic task of registering some 
25,000,000 workers eligible to participate in old age 
annuities under the Social Security Act. Monthly 
benefits will range from $10 to a maximum of $85 and 
none will be payable prior to January 1, 1942. From 
the point of view of the individual worker, the sums 
involved are modest, but their sum total and the meth- 
ods of administering it constitute a problem of enor- 
mous complexity and one demanding further study. 
One of the most serious weaknesses in the plan is that 
its operation will obscure and distort the Government’s 


fiscal position. For example, during the next fiscal year 
the Government will collect approximately $500,000,000 
in old age pension taxes. This money will go into the 
Treasury general fund and can be spent for any purpose. 
Having spent it, the Treasury can allocate $500,000,000 
to the old age reserve account by printing and turning 
over to it $500,000,000 in 3 per cent bonds. The Govern- 
ment collects cash and earmarks only its own promises 
to pay. To obtain cash, the reserve fund will have to 
sell the 3 per cent bonds back to the Treasury or in the 
open market. 

Meanwhile the effect of this bookkeeping hocus- 
pocus will be to give the appearance of a reduced 
Federal deficit, even though expenditures and general 
revenues should remain unchanged. It would even be 
possible for the Treasury to avoid any open market 
borrowing as these old age pension tax collections 
increase. 

It is conceded by many advocates of the Social Se- 
curity program that the ultimate old age reserve fund 
contemplated will be needlessly and dangerously large. 
Therefore the first step of revision by the new Congress 
should be to reduce the pension tax schedules sufficiently 
to bring the reserve fund within workable proportions 
Otherwise the apparent abundance of Treasury cash, as 
these special revenues flow in by the hundreds of mil- 
lions, will be an overwhelming temptation for lavish 
political spending. It is hard enough now for Congress 
to resist the demands of our various pressure groups. 


S EC CONTROLS WILL BE EXTENDED ... Encouraged 
by vindication of the New Deal in the national elec- 
tion, the Securities and Exchange Commission will pro- 
ceed more aggressively during the next year in broaden- 
ing the scope of its policing of the financial machinery 
of the country than it has done in the past year. 

On the cards are steps for at least partial segregation 
of broker and dealer activities, a greater measure of 
control in the over-the-counter market, some degree 
of Federal regulation of investment trusts, and even 
more comprehensive data for the benefit of investors 
in annual and interim reports. It is probable also that 
some attention will be paid to options and to regula- 
tions dealing with the solvency of commission firms. 

So far the Commission has proceeded with commend- 
able caution in an arduous and delicate task. The most 
serious question is whether the tendency of some of its 
reforms to produce ever thinner markets on the New 
York Stock Exchange will prove to be in the ultimate 
interest of investors. It must be remembered that the 
real test as to this will not come in an upward price 
cycle, but under different conditions than now exist. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 136. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, November 16, 1936. 
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What’s Ahead for the Market? 


=e hh. S. 


W. have no doubt that the stock market in time 
will reach a much higher level than now prevails. It 
will be favored by cheap money for an indefinite time 
and by a rising tide of business activity which, despite 
occasional periods of recession, will ultimately surpass 
all former levels of prosperity in this country. We 
would not deviate from an investment policy shaped in 
accord with this longer perspective. Neither would we 
risk losing a profitable or promising 
position in sound common stocks in any 
effort to anticipate short-term or inter- 
mediate reaction. 

Having made that clear, let us state 
forthwith that in the immediate setting 
we doubt the wisdom or the necessity 
of reaching for stocks, either for specu- 
lation or as to new investment commit- 
ments. 

The market has had a considerable 
advance since last April and in recent 
weeks the rise has been accelerated by 
a flood of extra and special dividends. 
On a rough estimate, fourth quarter 
dividend distributions will total some 
$500,000,000 or fully 200 per cent more 
than in the last quarter of 1935. This would be a wholly 
bullish factor if it represented the considered judgment 
of corporate management as to what proportion of 
enlarged earnings should be prudently distributed. 

But the market, we believe, has begun to take second 
thought as to the continuing bullishness of large divi- 
dends declared not out of considered judgment of-man- 
agement but because of the punitive tax on earnings 
retained. Quite aside from the long term dangers in- 
herent in this tax—dangers which will not be faced 
until another depression comes along—there is the fact 
that this swollen flood of dividends will recede very 
greatly as 1936 passes into history. Companies which 
this year have paid out a far larger proportion of earn- 
ings than they would have done had no compulsion 
been present are very likely to veer to the conservative 
side in dividend policy until the next income tax dead 
line approaches—and that will not be until the fourth 
quarter of 1937. 

In short, the market will soon sell ex-tax-avoidance- 
dividends and adjust itself to the prospect that for some 
months to come many companies may pay relatively 
modest dividends, or even none at all. Instead of an 
even flow of dividends, we have a distortion which 
balloons such payments during the fourth quarter and 
tends to hold them down for some time thereafter. 
Temporarily, this may be expected to retard investment 
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demand for stocks of some corporations which have 
been most liberal in their distributions in recent weeks, 

We would expect the market to be forced back on 
an earnings basis—as it should be—and re-appraisal of 
stocks which have been distorted in price by alluring 
special dividends may quite likely involve a period of 
readjustment. 

For another thing, the buying power of this dividend 
bonanza in the hands of shareholders is 
not as imposing as it would seem, for 
the effect of the concentration of pay- 
ments this year will be to lift the in- 
come tax liability of many large stock- 
holders very sharply and thus cut into 
the portion available for re-investment. 

Again, it appears that the industrial 
section of the market will have to get 
along for an indefinite time without any 
confirmatory assistance from the rail- 
road and public utility shares. We do 
not subscribe to the ancient dogma that 
industrial and railroad stocks must 
move together, but many traders think 
so and the tradition does have some 
speculative influence for that reason. 
Moreover, backward behavior in rails and _ utilities— 
even though the reasons have no relation to industrial 
stocks—does to some extent put a damper on specula- 
tive enthusiasm. 

Unfortunately, the uncertainties confronting the rail- 
roads go far beyond the matter of expiring emergency 
surcharges and seasonal decline in car loadings. The 
re-election of President Roosevelt has turned attention 
from the year’s gains in traffic and revenues to the 
chronic and deep-seated problems inherent in the rela- 
tionship between Government and the carriers. The 
implication of the New Deal victory is that the hand 
of railroad labor—long the best organized section of 
labor—has been greatly strengthened. There will be 
demand upon Congress for establishment of a six-hour 
day. Even a seven-hour day at unchanged pay would 
stop recovery of rail revenues in its tracks. 

Certainly it would appear over-optimistic to expect 
a bull market in rails until some idea can be had of the 
extent to which Congress and the Administration will 
bow to the demands of railway labor for more “social 
legislation”’—that term meaning shorter hours and 
higher pay. 

The utility outlook is not without elements of hope. 
The basic fact is that consumption of electric power 
continues to show dynamic gains, and the all-time 
record output established this year will assuredly be 
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The market looks tired, with tax-avoidance dividends largely 


discounted. A cautious policy as to new commitments is advised 


for the present. No change in the major recovery trend being 


indicated, previous long-term investment policy is unaltered. 


exceeded next year. Hence possible additional rate cuts, 
if within reason, will not preclude extension of the 
present uptrend in net income. There is large leverage 
in most utility equities. Many utility bonds and 
preferred stocks are at levels from which substan- 
tial advance could occur—given any change for the 
better in the relationships between the industry and 
government. 

In view of the recent election, it would seem some- 
what fatuous to hope that any permanent solution can 
come out of a possible victory for the utilities in the 
Supreme Court’s eventual decision on the validity of 
the Public Utility Holding Company Act—for the 
composition of the Court very likely will be changed 
to some extent in the natural course of events during 
the second Roosevelt Administration. There is a 
stronger basis for hope in a co-operative program, with 
concessions from both sides in the interest of peace. As 
we see it, the President has no political reason to pro- 
long the warfare or vastly to extend the Government’s 
power investment, as would be necessary if it had to 
distribute all power generated at public hydro-electric 
projects. Yet until there is some clue as to a Govern- 


Industry generally, of course, will watch with some 
trepidation the development of “social legislation,” the 
shadow of which is already on the horizon. If the pro- 
posed new N R A does not set unreasonable limitations 
as to hours and wages no insuperable difficulty will be 
encountered. Meanwhile, the recovery is too firmly 
established in upward spiral to be halted by the familiar 
hob-goblin “Congressional uncertainty,” which we had 
with us in abundance in 1935 and which did not stop 
economic recuperation. 

So far as the longer outlook is concerned, one can 
ignore renewed hints that the Federal Reserve Board. 
the S E C and even the President are keeping a some- 
what skeptical eye on the bull market. As long as the 
Government with one hand keeps money dirt cheap 
and pumps purchasing power into circulation with a 
heavy spending program, the other hand will not be 
able to stop a market which continues to be financed 
in major degree by cash rather than margin buying. 
Indeed, we doubt that any nearby reaction can exceed 
10 per cent in the average and should reaction develop 
we would buy industrial equities in line for rising 1937 
earnings, especially stocks of the types presented in the 
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Aw tendencies to conservatism that may develop 
during the second four years of Roosevelt will have to 
be generated within the ranks of the New Deal forces. 
The almost universal expectation that, whatever else 
happened, the New Deal grip on Congress would be 
loosened by election results missed fire, and now it is 
necessary to consider the legislative 





Republicans are not a menace to Democratic parlia- 
mentary success. Thus there will arise a situation in 
which it will be inevitable that the conservative Demo- 
cratic members of both Houses will be able to yield to 
the promptings of their own hearts, and themselves 
create the opposition which is necessary to provide the 

country with considered and ra- 





and, indeed, the whole political 
view of the country from the 
standpoint of what the President 
may choose to do, rather than that 
of what he may be compelled to 
do by a reluctant Congress. Frank- 
lin Roosevelt will enter his second 
term with a somewhat larger ma- 
jority in the House of Representa- 
tives and a very much larger one 
in the Senate than he had at the 
beginning of his first term. 

Now, instead of figuring, or hop- 
ing, if you please, that the Presi- 
dent may become so embroiied 
with his partisan followers that he 
will have to compromise and con- 
cede in order to escape the risk of 
defeat by coalition of opponents 
within his own ranks and the Re- 
publican opposition, we must con- 
sider the possibilities of the Ad- 
ministration majority strength be- 
ing so augmented by lack of parti- 


Security. 


no early results. 


hour regulation. 


WHAT BUSINESS CAN EXPECT 


More and perhaps better Social 
Much “budgeting for surplus” but 


No return of the monopoly fea- 
tures of NRA but plenty of wage and 


Continued subsidy for agriculture. 


Somewhat heavier taxation but 
some equitable adjusting — scaling 
down capital gains tax etc. 


Little reduction in spending. 


Emergence of Democratic factions 
which will take the place of parties. 


tional government during the next 
four years. We now get a glimpse 
of the rationale of the course of 
such Democratic stalwarts as Sena- 
tors Glass, Byrd, Harrison, Robin- 
son and various conservative rep- 
resentatives in remaining actively 
loyal to a party organization that 
was actually imposing upon the 
country a legislative program and 
supporting an administrative tech- 
nique which revolted their very 
souls. Senator Glass, for example. 
is now in an unassailable position 
to criticize and oppose the Presi 
dent with all his strength and bit 
terness. Did he not take the gaff 
during the campaign? Did he not 
eat crow with loud smacks and run 
nimbly with the machine? Did he 
not preserve his party regularity 
100 per cent? Moreover, a Presi- 
dent in his second term, while he 
is equipped by circumstances to be 





san enemies that it will have to 
resort to a species of civil war in 
order to make Congressional life more interesting. 

That may seem absurd, but history reveals that party 
solidarity is most in peril at the moment of its greatest 
strength. In civil politics, as in war, it is fear of the 
enemy that holds common-minded groups together. 
With less than 90 Republican members of the House 
and with less than 20 of their faith in the Senate, the 
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much more independent of party 
ties and obligations than he was 
in his first term, is by the same token confronted by 8 
Congress which is much less obligated to him. 

Only those extremists who believe that the American 
Republic is about to dissolve and be succeeded by a 
dictatorship, have any thought that the third term 
tradition will disappear. As in the case of all hi 
predecessors, the President will have to act upon the 
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assumption that he cannot have a third term, and his 
opponents, within as well as without his party, will 
act on the same assumption. 

We come now to see that the United States for the 
period of the new Congress, if not for four years, will 
approach the status of the one-party government. 
Hence we may expect that during the next two 
years the party caucuses of the dominant party 
in Congress will direct legislation. It will be a situa- 
tion parallel to that which prevails in the elections in 
the Southern states. There we have parties within 
parties. All issues are fought out in the primaries and 
a handful of voters formally register the party edict at 
the final polls. With that sort of a process of making 
up the Congressional mind, disagreement within the 
party councils becomes the routine and regular procedure. 
Any dissenter is quite within his rights in “speaking out 
in meeting,” in the party caucus. Thus the judgment 
of a man like Senator Glass, for example, will be en- 
dowed with party regularity and sanctity. 

In these circumstances it will be sagacious for the 
President to try to get the jump on his fellow party 
members who are not of his way of thinking. We may 
expect, therefore, that when Congress convenes, Janu- 
ary 5, the President and his close advisers will have a 
comprehensive program ready for action. In general it 
may be confidently asserted that this program will be 
an advanced one. 

By this time it ought to be plain to the country that 
it is going through the wringer of a redemocratization. 
As was pointed out in this magazine four vears ago and 
frequently reiterated, America is in spirit renewing its 
hereditary democracy—hereditary from the days of its 
Revolutionary origin—although it may not be taking a 
rational way to renew its faith. While no one need 
hope that there will be any fundamental or long-time 
departure from the road to the left, that road will not 
deflect so much from the right as it might. The Presi- 
dent will not deliberately stir up the opposition of the 
old masters. They have been licked and they know 
it. But he also knows how great will be their power in 
free party caucuses during this second term beyond 
which lies the terminus of his official life and the emer- 
gence of new leadership. 

Utterances of the President, Postmaster General Far- 
ley and other Democratic leaders indicate that they have 
no vindictive intention. There is too much satisfaction 
and glory in the victory to leave room or motive for 
revenge. On the other hand, it must be pretty plain 
by now to all but the most hopeless members of the 
Old Guard in both parties that, like it or not, the nation 
has made up its mind for a stride leftward. No doubt 
the cautious moderates throughout the business world 
will be inclined to accept the inescapable will of the 
majority and adapt their policies and objectives to 
what must be, rather than instead of to what they 
hold should have been. It may even come about 
that in the face of expedient policy and necessity there © 
will be such a fusion of conservatives and radicals as 
followed that triumph of the Whigs in the war for 
American independence. Or as came about in the 
era of good feeling in the Administration of Monroe, 


following his election with only one opposing vote in bk — 


the electoral college To put it another way we may 
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be entering a period in which a virtually universal party 
will breed new parties by the biological process of repro- 
duction by fission. 

As the President carried every state but two, and as 
the Democratic majorities in Congress are contributed 
to by all sections and almost every state, there is little 
food for reflection in a study of the sectional origins of 
Congress. Of course, committee control in general will 
still remain in the South by virtue of seniority of service, 
but with hosts of new Democratic members added to 
other hosts of members who were new two years ago 
and are mostly from the North, the power of chairmen 
will be circumscribed. The result will be that the polit- 
ically and industrially archaic South will have much less 
say in the 75th Congress then it had in the three pre- 
ceding ones. Here again the uni-partisan situation in 
Congress will contribute to the bridling of the “nuts” 
and hot-heads in the dominant party. 

That the New Dealers did not completely obliterate 
the Republican minority in Congress when the Presi- 
dent was carrying all but two states is notice that the 
country is not thoroughly sold on New Dealism as a 
whole. What happened was a vote of confidence in 
the President—not in everything he did or failed to do. 
Probably Mr. Roosevelt in his secret reflections regards 
the rejection of A A A and N RA by the Supreme Court 
as blessings that were deeply disguised at the time. Re- 
member how he hedged on those items when Governor 
Landon tried to smoke him out? The twentieth century 
Jackson, in his task of riveting 
on the nation another hundred 
years of Democracy’s latest f 
version, is more interested in °» 
the fact that in its decoration. 
Remember that what he is 
after is “industrial democracy” 
and that what he 
is against is “in- 
dustrial royalty.” 
He will not imperil 
the substance for 
the shadow. 
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He is at once a political realist and idealist, often 
baffling even to his admirers. 

Mr. Roosevelt is aware that agricultural relief has 
become an agrarian racket exploited by professional 
farm leaders; and that N R A revival is a labor-class 
drive. The labor facades of N R A—particularly mini- 
mum wages and maximum hours—will be regained at 
any cost. N R Aas it existed was monopoly. The elec- 
tion was a funeral pyre for monopoly. Big business 
would swallow a lot of industrial democracy if it could 
vet back the authorized monopoly of the vanished codes. 
That will never be. Already Patman and the Federal 
Trade Commission have ousted General Johnson and 
N R A. Never again will Federal law put monopoly 
and price competition to sleep in the same bed. 

But the equally difficult task of singly bedding fixed 
high pay and compulsory price cutting will again be 
tried. Once more the farce of more wage from less 
product will be tried. Somehow or other, collective 
bargaining will be shackled on industry in the actual 
form of unilateral dictation. The recipients of wages and 
the performance of the labor exchange for them will 
write the wage scales and weigh the goods. The Wagner 
labor adjustment act or something even thornier will 
be mortised into the legal structure if the courts strike 
it down—which they will. Then will come the sheer 
issue of the Constitution vs. the New Deal. Will the 
President demand an amendment or leave the job to 
mortality and his power to fill vacancies in the Supreme 
Court? Answer: The latter. 

America is to be centralized while centralizing is 
yood—and that is right now. My judgment is that 
the Roosevelt victory is a charter for increase of Federal 
power. What was bayoneted onto the South by the 
North at Appomattox is now to be bolted onto the 
nation by the South. Within two years the United 
States will be transformed by a major operation on its 
organic law from a real federalization to a unified Repub- 
lic which the people will rule and administer all but 
local public affairs by action through Washington. 

The bent toward commercial and financial interna- 
tionalization will be “set” at the earliest possible 
moment .. . the present crop acreage indicates that 


wheat and other staples will suffer from abundance 
prices after mid-’37. No low tariff policy could survive 
50-cent wheat. The reciprocity trade agreement act 
will be extended with a rush. 

It appears that public opinion is pretty well weaned 
away from the gold standard as it was once known and 
worshipped. The soft money policy will persist. Inter- 
national money will be hereafter what the triumvirate 
of France, Britain and the United States will make it. 
Domestically, money will be what President Roosevelt 
will make it under extended statutory authority, much 
to the liking of a populace which always has been, at 
heart, for an inflationary adventure. But willed infla- 
tion will not be on the White House-Capitol agenda, 
That is as budgetary facts may decree. The President 
promised the country to make a vigorous effort to bal- 
ance the budget. He is already at work on fulfillment 
of the promise—but it cannot be fulfilled at the first 
session of the 75th Congress, perhaps not at the second 
session. 


Spending Will Continue 


When Congress was somewhat economy-minded the 
President was deficit-minded as a matter of policy. Now 
he will be plagued by his budgetary chickens coming 
home to roost. Individual Congressmen may preach 
reduced appropriations and elimination of the hundred 
emergency-born spending agencies; in practice they will 
have to yield to the demands of their constituents whose 
sense of national economy has been ruined. Some 
change in the superficial aspect of the budget may be 
made, but the corruption of the public into the effective 
belief that government can make wealth as well as 
print dollars, will long persist. Some attack will be 
made on the taxation side of the budget. There will be 
some increases in excise taxes; and a lot of hue and cry 
about broadening the base of the personal income taxes; 
but nothing will happen. In the end you will find 
some substantial increases in revenue, particularly as 
Social Security hits its stride and brings in hundreds of 
millions, but probably not enough reduction in expendi- 
tures to make us financially safe and sound. 

There’s where inflation may 





come in without further activi- 
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tion of it. Potential inflation is 
stored up right now under heavy 
pressure in the 19 billion dollar 
increase in the public debt. The 
steam is already beginning to 
sizzle and whistle through the 
cracks. Money in circulation 
grows, bank deposits increase 
and bank debits mount. De- 
layed budget balancing means 
more pressure, more active infla- 
tion and further application of 
New Deal social policies. 

Social Security legislation will 
undoubtedly be revised in the 
interest of simplification, but 
baffled Townsendism will assert 
itself in more generous aids to 
the (Please turn to page 185) 
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The Utilities 
and the 
Continuing 


New Deal 


BY FRANCIS C. FULLERTON 





Gendreas 


Modern Utility Equipment—Electric Sub-Station and High-Pressure 
Gas Tank, Long Island, N. Y. 


0: does not know how many public utility execu- 
tives and holders of public utility securities backed the 
winning ticket in the recent election, but the market 
action, following the announcement of results, suggests 
that the majority were among those whose votes were 
wasted. Were those who sold public utility securities 
for no reason other than that the present Administra- 
tion had been returned to office justified? Or were they 
over-emphasizing the matter of political antagonism and 
forgetting that this is by no means the only factor to 
be taken into consideration? 

One thing about the election: it’s over. No longer 
is there any need for the public utility investor to 
wonder about what the Republicans might do: he 
probably would have looked to the future more hope- 
fully had matters been settled differently, but even so 
the mere removal of uncertainty is a relief—and in this 
sense constructive. 

The utilities, of course, still face regulation under the 
terms of the Public Utility Act of 1935 and there is 
still the threat of governmental competition in many 
parts of the country. At one time it was thought, when 
the Securities and Exchange Commission, the body 
responsible for the enforcement of the registration pro- 
visions, picked the Electric Bond & Share Co. and 
sought to make it register, that there would be a full 
and complete test of the law within the comparatively 
hear future. The Government, however, is now attempt- 
ing to limit the issue merely to the validity of the 
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registration requirements. If it succeeds, legal proceed- 
ings will drag on as the other provisions of the law are 
tested separately; even though the Government fail 
and the Electric Bond & Share case is made a reasonably 
broad test of the Public Utility Act, the matter is by 
no means settled, for a number of other companies have 
claimed already a different status. Thus, in any event 
it would seem that a considerable time must elapse 
before full clarification of the public utilities’ legal posi- 
tion can be had. As will be seen, time may well work 
in the companies’ favor. 

Even assuming that what are generally conceded to 
be the most destructive provisions of the Public Utility 
Act are ultimately found to be constitutional, it is 
probable that the fears of investors have, in consider- 
able degree, been exaggerated. A great deal will depend 
upon administration. When the two security acts 
became law it will be remembered that there were dire 
forebodings. For a time the pessimism seemed justified. 
but the law was made more workable by amendments 
and these, coupled with the cautious administration 
policy of S E C, has given us regulation over dealings 
in securities without disaster. Not, of course, that 
logical objection cannot be made to certain phases of 
this regulation—the resulting thinness of markets, for 
example, has its dangers as yet untried—but certain it 
is that original fears were exaggerated. Found constitu- 
tional, the Wheeler-Rayburn Bill might well work out 
(Please turn to next page) 





in a similar manner. 
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Although comprehensive enough to include virtually 
every public utility company of importance in the coun- 
try, the law is really aimed at the company of far-flung 
operations and the capital structure of impossible com- 
plexity. The existence of some companies in this posi- 
tion is hard to defend on any grounds. There is con- 
siderable leeway in the administration of the law over 
the matter of “integration” and it is very much to be 
doubted that a well-unified system, even though it be a 
holding company with operations in several states, will 
receive destructively harsh treatment. In the mean- 
time, the more progressive managements are doing their 
utmost towards the simplification of capital structure 
in order to be in a better position to merit leniency. 
There is even evidence of a disposition to dispose of 
outlying properties and consolidate the systems in the 
physical sense. 

Should this be a correct appraisal of the situation, the 
public utilities may be divided into two broad divisions: 
(1) Those which have most to win should the Public 
Utility Act be found largely unconstitutional and these 
naturally will be the companies most adversely affected 
should the law be found valid. (2) Those to whom the 
legal question is much less important whichever way it 
goes. In the first group are such companies as Asso- 
ciated Gas & Electric and American Power & Light. In 
the second group are all closely knit operating com- 
panies and the well-integrated holding companies typi- 
fied by American Gas & Electric. 

So much for Federal regulation of the utilities: what 
of Federal and municipal competition? The Govern- 
ment has completed a number of power projects; others 
are in the course of construction; still others planned. 
The Tennessee Valley Authority with half-a-dozen dams 
on the Tennessee River System in various stages of 
completion and affecting territories in the states of 
Alabama, Georgia, Mississippi and Tennessee, exempli- 
fies the menace of Federal operations. However, while 
the menace is unquestionably there, recent developments 
indicate that possibly this, too, has been exaggerated. 
Despite the fact that T V A won a notable victory last 
February when the Supreme Court of the United States 
upheld its right to generate power at the Wilson Dam 
and market it, even though in the marketing the Gov- 
ernment were obliged to acquire transmission lines, a 
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disposition to avoid the destruction of private capital 
was evidenced when the President a few weeks ago 
called a conference to discuss the possibility of pooling 
public and private power resources in the Southeastern 
states. Although nothing concrete came of the confer- 
ence—definite agreement and solution of the complex 
troubles could hardly have been expected on such short 
notice—statistical and other data are being gathered 
with a view to further negotiations later. 

In the meantime, some nineteen public utility com- 
panies are going ahead with their efforts to have major 
phases of T V A declared unconstitutional. No pro- 
hibition of operations at Wilson Dam can be expected, 
for their legality has been decided already. As will be 
remembered, however, the court was careful to stress 
the origin of Wilson Dam as a war measure and this, 
of course, is a feature not applicable to more recent 
projects. Commonwealth & Southern is the system 
principally affected by the question as to whether or 
not T V A is generally constitutional and, if it is, 
whether or not some way will be found for Government 
interests and private interests to exist in harmony. 

There is another aspect to all these Federal power 
projects: it does not follow by any means, just because 
the Government be found to have the right to build 
dams and generate electricity, that all the private 
utilities in the vicinity will be put out of business. The 
Government has to find a market, preferably at whole- 
sale. Forced into retail distribution the number of 
new customers that might be served is very limited, 
and a large number of people already being served 
with electricity will have to be connected with the Gov- 
ernment’s lines before serious damage is done to private 
interests. Even though the Government grants forty- 
five per cent of the money necessary to build distribu- 
tion facilities, it is doubtful whether municipalities in 
general are willing and able to put up the balance. Those 
municipalities that do want to carry out such a plan 
have a Supreme Court decision to hurdle before putting 
it into effect, for the right of the Government to make 
grants to municipalities for this purpose is a matter now 
in the hands of the Court in the Duke Power case. 

This, briefly, is the political background against which 
the public utility investor must appraise his holdings. 
Yet, while there are undoubtedly threats from a num- 
ber of different directions, in every case they are hardly 
more than this. The power to make the menace fully 
effective is still lacking and even assuming that such 
power be granted, it will not necessarily be exercised for 
its ultimate in evil. Moreover, our politicians have 
been blowing the “power trust” trumpet pretty con- 
sistently for the past few years and in the nature of 
things it ought to be losing its appeal before long. 

Time works for the utilities. It gives them a chance 
to turn ’round and prepare for whatever might befall, 
time to integrate physically and simplify capital struc- 
tures; it allows political agitation to stale and every 
month of recovering business lessens the prospect of 
their being ruined for the few real and many imagined 
abuses of the past. 

If the adverse factors in the political position of the 
public utilities has been exaggerated, almost wholly 
favorable economic prospects have not been given suffi- 
cient attention. Production of (Please turn to page 186) 
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Market for Eleetrie Equipment 





Must Expand 


Still Further Earnings Improvement 


in Sight for Leading Companies 


BY STANLEY DEVLIN 


—_— usually classified with the durable goods 
industries, the electrical equipment industry has already 
made further strides in the direction of recovery than 
have most of the other industries associated with the 
durable goods group. In 1935, 20 manufacturers of elec- 
trical equipment recorded an aggregate gain in profits of 
more than 57 per cent, while in the first six months of 
this year 8 electrical equipment manufacturers reported 
an aggregate gain of better than 52 per cent in profits, 
compared to the first six months of last year. 
Moreover, the demand for heavy power and light 
equipment, one of the most important elements in the 
electrical equipment industry, has contributed but 


slightly to the larger volume of orders. Yet the potential 
demand from this source is of dynamic proportions and 
should it suddenly materialize in any considerable 
amount it might seriously tax the producing capacity of 
even the largest manufacturers. 

Increased generating facilities are fast becoming a 
necessity in the power and light industry, a simple 
matter of supply and demand. There has always 
existed a reserve power capacity even at the previous 
peak level of consumption in 1929 and since the very 
beginning of the power and light industry the invest- 
ment in capital facilities has doubled about every seven 
years. Since 1929, however, (Please turn to page 183) 





Companies Associated With Electrical Equipment 





Earned Divs. 
per Share Cur- Dec’d 

COMPANY BUSINESS Est. rent This COMMENTS 
1935 1936 Price Year 





Allis-Chalmers Mfg..... . Turbines, motors, generators, etc. 1.47 2.85 69 





Anaconda Wire & 





RNR oie ce saclsiecaet Copper wire and cable......... 2.44 5.50 86 
Babcock & Wilcox...... Steam generating units and indus- 
trial installations............. 2.33 sie 115 





Bridgeport Brass........ .Brass sheets, rods and tubing.... 1.12 1.15 16 





Cocker Wheeler Elec... 


0.621% 


0.85 Dam. Current 


Electric motors and generators... 0.12 0.25 14 


On the basis of indicated earnings, profits this year will be the best since 1929, 
Company promises not only to be a leading beneficiary of increased buying of 
electrical equipment, but should also benefit through factory expansion, machinery 
buying and farm equipment purchases. Higher dividend likely. 


Company two-thirds controlled by Anaconda Copper. Earnings which already 





1.00 have gained substantially would be materially enhanced by large scale utility pur- 


chases. Liberal dividend policy justified. 


Company recently gomateie’ installations of g ti 
but sales have been running substantially 
Could doubtless pay a higher 





t at Bould 








ahead of last year, although still well below normal. 





___ dividend. 
0.45 Earnings up but increased amount of stock reduces per-share equity. Earned the 
equivalent of 89 cents on outstanding stock in first nine months. Should pay 


further extras. 


Bookings higher this year and operations have shown a profit in every month this 
year. Finances sound and a further rise in would justify a moderate divd. 











Safety switches, control devices, 


Cutler-Hammer.......... 
PN NOs ives new ¥GesaGeies 1.82 3.80 78 


Earned $2.97 a share in first nine months, substantially in excess of dividends paid. 


1.50 Full year promises to be best since 1929. Generous extra or higher dividend 


indicated. 





0.22(a) 8.00(a) 


23 (c) None 


should pave way for some plan to take care of 


Further imp t in 
Sizable stock inter- 


accumulated dividends on preferred shares, totaling $40.25. 
est owned by American Smelting & Refining. 








General Electric........ Foremost manufacturer of all types 


Earnings of 92 cents a share reported for first nine months, May pay md. prof dividend 














of electrical equipment....... 0.97 1.30 53 0.95 at year-end. Prospects for in and profits have 

steadily improved. Would be a leading beneficiary of i d public utility 

square D. WB"... c ccce Switches, panels, motor controls, ; Company should benefit from increased construction, both factory and dwellings. 
circuit breakers, etc.......... 2.06 3.00 43 0.371% Sales have gained and dividends recently increased to 25 cents quarterly and an 





Westinghouse Elec......Complete power plant installa- 
lations and a wide variety of 


electrical equipment......... 4.50(b) 7.00(b) 146 


_extra may be paid at year-end. 


Eamed $4.18 o bined ferred and in first nine months. Earnings 
trend presages Sister dividends, as well as a generous extra, if surplus profits tax is 








2.50 to be avoided. 





Weston Electrical 


A small company but one which has demonstrated good earning power under 
Finances comfortable and dividends may well keep pace 

















Instrument............ Specialized measuring _ instru- normal conditions. 
= ments for electrical use....... 0.98 1.50 28 0.25 with 
(a) 7% Preferred Shares. (b) Combined Partic. Pfd. and C (c) C Stock. 
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Industries for 1937 Profits 


Which Companies Are in a Favored Position for In- 


come and Price Appreciation During Coming Months? 


BY JOHN D. C. WELDON 


ji bottom in stock prices — a 
double bottom, as it happened, 
established in July, 1932, and 
March, 1933—is now about four 
years behind us. The advance 
since then, as measured by THE 
MaGazine or WALL StreEEt’s com- 
posite index, has been, roughly, 85 
points. Yet opportunity for profit- 
able investment and speculation in 
<ommon stocks has by no means 
ended, for an advance of approxi- 
mately 70 additional points above 
the present level would be required 
to re-establish the average price 
level at the best figure reached in 
1929. ' 

Not long ago the 1929 peak in 
‘business activity and stock prices 
seemed to be an exceedingly re- 
mote goal—a delusion common in depression. 


Gendrean 


Today 


we are close enough to a complete economic recovery 


for it to become obvious that this country will not only 
regain all ground lost in the depression but go on to a 
mew high in prosperity, well above our best past period 
of industrial expansion. This is but a repetition of all 
past economic history in America, following depression 
interludes. 

We are not concerned here with the ultimate scope 
of the era of economic progress upon which we are enter- 
ing, nor with its final limits. The next peak lies too far 
ahead for any statistical forecast or to be taken into ac- 
count in this effort to lay down some logical guiding 
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principles for current common 
stock selection. For the year 
ahead of us, the odds lie heavily in 
favor of further substantial appre- 
ciation in market prices — barring 
some wholly unpredictable, and 
unlikely, change in the basic busi- 
ness and credit forces now opera- 
tive. 

Neither are we concerned here 
with presenting a balanced invest- 
ment portfolio, in which the qual- 
ity and the proportion of common 
stocks included must in the final 
analysis be shaped to fit the indi- 
vidual’s situation and_ require- 
ments. Yet for the majority of 
persons possessing accumulated 
capital, inclusion of a considerable 
proportion of equities in a sound 
investment program is clearly called for under the con- 
ditions now prevailing and likely to prevail for some 
time to come. Our purpose in this article is to aid in 
the selection of stocks which offer greatest promise of 
appreciation during the coming year. 

However probable it is that average equity prices will 
rise substantially above the present level, one does not 
buy an “average.” The average is made up of all sorts 
of stocks—stocks which have had a great appreciation. 
stocks which have advanced very little, stocks which 
now are above 1929 prices, stocks which are below the 
best prices of the summer of 1933, stocks which have 
experienced the greater proportion of probable maxi- 
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mum bull market appreciation, stocks which still have a 
long distance to go. 

What everybody wants today are the equities which 
still have “something left.” Such issues fall into three 
general classes: First, “prince-and-pauper” stocks, sub- 
ject to wide cyclical swings in earning power—stocks of 
industries which are still in a depression zone but sub- 
ject to recovery. Second, stocks in industries which are 
favored by the prospect of dynamic long term expansion 
or which are still growing. Third, stocks of secondary 
corporations which through new products or methods 
or capital reorganization are likely to emerge as new 
market leaders. 

Obviously, the investor or speculator aiming at maxi- 
mum appreciation in 1937 must take into account not 
only the prospective trend of volume and earnings but 
also the matter of price. If a stock discounts earnings 
for a year or two ahead on a generous basis, one might 
logically question whether it is likely to show major ap- 
preciation in the next twelve months. In stocks of the 
best companies in dynamic industries—such as chemi- 
cals, for example, the price is relatively high. In stocks 
of our third group— equities emerging as potential lead- 
ers because of new developments in products, methods 
or capitalization—there will inevitably be found a 
large element of the speculative, often not subject to 
statistical analysis. Our difficulty here is that new de- 
velopments usually can not be forecast except by “in- 
siders.” Moreover, in such stocks one can go far wrong 
inthe timing. However excellent a new product, it may 
take longer than a year to bear 


& Laughlin—not only suffer severely in depression but 
are late in participating in recovery. The reasons are 
obvious. Recovery starts first in consumers’ goods and 
durable consumer goods, such as automobiles and house- 
hold equipment. This business, however profitable for 
makers of light stéels, is not enough to engage the pro- 
duction: facilities of the heavy steel companies at a 
profitable rate. They require volume demand for rails, 
structural shapes and other steels required in moderniza- 
tion or expansion of manufacturing, railroad and utility 
facilities. 

It is only during the current year that these compan- 
ies turned the corner. Typical of their performance. 
United States Steel common spurted a bit above 67 in 
the first 1933 market upturn—a somewhat undiscrimi- 
nating “inflation-recovery” rally. But thereafter more 
discriminating demand turned to equities which were 
either of investment merit or favored by near-term 
earnings recovery. Neither in 1934 nor 1935 did 
United States Steel approach its best 1933 quotation. 
Volume for the heavy steels last year was only modestly 
above that of 1934. 

By the middle of this year, however, heavy steels were 
showing gains of 50 per cent above 1935 volume, as com- 
pared with gains of 25 per cent in light steels. The turn 
had come with confident recovery in the capital goods 
industries, rising construction, renewed buying of rails 
and rolling stock by the railroads. The heavy steel 
stocks began sustained recovery. 

It is characteristic of these companies that, once the 
“pay point” has been passed, 
earnings rise sharply with further 





important fruit. 

The “prince and pauper stocks” 
constitute the easiest field for 1937 
forecast, yet one would not wish 
to be committed exclusively to 
such equities. The solution, as 
always, must be for the individual 
buyer to shape his own compro- 
mise selection, with representa- 
tion in each of the three broad 
groups set forth above. 

Industries subject to wide cyeli- 
cal swings in earning power— 
“prince and pauper industries’— 
include heavy steels, construc- 
tion, heavy industrial machinery, 
farm equipments, electrical equip- 
ments and coppers. These fields 
vary substantially in promise, so 
far as concerns the 1937 outlook. 
Electrical equipments, for ex- 
ample, because of chronic invest- 
ment popularity and _ because 
earnings have already experi- 
enced a large recovery, are closer 
to “normal” quotations than are 


HEAVY STEEL 


United States Stee! 
Bethlehem Steel 
Youngstown Sheet & Tube 
Jones & Laughlin 


ELECTRICAL EQUIPMENT 
General Electric 
Westinghouse Electric 
Allis Chalmers 


RAIL EQUIPMENT 
_ Pullman 
American Steel Foundry 
Westinghouse Air Brake 
General Railway Signal 


CHEMICALS 
du Pont 
Union Carbide 
Air Reduction 
Dow Chemical 
Monsanto Chemical 


mS PETROLEUM 
heavy steels. Considering each 
fe Amerada 
of these fields for investment or 
Barnsdall 


speculation, let us begin with the 
heavy steels. 

Steel companies of this type— 
United States Steel, Bethlehem, 


Mid-Continent Petroleum 
Texas Corp. 

Standard Oil of New Jersey 
Pure Oil 


Industries and Companies for 
1937 Profits 


gains in volume. For example, 
United States Steel operated at 
an average of 83.4 per cent of 


‘apacity in 1928 and _ earned 
bier Henin . $12.50 per share on its common 
iaie iis stock, but earned $21.19 per share 


in 1929 when operations averaged 
89.2 per cent of capacity. The 
same wide variations in earning 
power, dependent upon percent- 
age of capacity utilized, is char- 
acteristic of Bethlehem—which 
is analyzed at length in a special 
article elsewhere in this issue— 
of Youngstown Sheet & Tube and 
of Jones & Laughlin. 

Above the present improved 
operating rates of these compan- 
ies—which are showing modest 
but fast rising profits—a further 
gain of 10 per cent in volume 
would mean substantial earnings 
and a further gain of 20 or 25 per 
cent in volume would mean very 
large earnings. On the present 
evidence, with United States 
Steel around 70 per cent of capac- 


Masonite Corp. 
Paraftine Co. 

U. S. Gypsum 
Lone Star Cement 
Yale & Towne 
National Gypsum 


MACHINERY 
Foster Wheeler 
Bullard Company 
Ingersoll-Rand 
Chicago Pneumatic Tool 
Niles-Bement-Pond 
FARM EQUIPMENT 
International Harvester 
Deere & Co. 
COPPER 
Anaconda Copper 





Kennecott 

ALLOY STEELS 
Republic Steel 
Climax Molybdenum 


AVIATION . 
easier Adee ity and Bethlehem at 75 per cent, 
Seeny Com. it is probable that the heavy steel 
United Aircraft companies in 1937 can approxi- 
Curtiss Wright mate the 1928 volume or even 


come close to that of 1929. 





Youngstown Sheet & Tube, Jones 
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With United States Steel now selling at 29 per cent 
of its: best 1929 price and 3.6 times its 1929 earnings per 
share; Bethlehem priced at 52 per cent of its 1929 high 
and selling at 6.6 times 1929 net per share;- Youngstown 
at 60 per cent of its 1929 high and priced at 5.1 times 
1929 net per share; and Jones & Laughlin at 48 per cent 
of its 1929 high and at less than 3 times 1929 earnings 
per share—these stocks appear to be exceptionally 
promising candidates for 1937 appreciation. Their 
higher costs of wages and taxation will be substantially, 
if not completely, offset by early establishment of higher 
prices. Even recapture next year of something substan- 
tially under average 1928-1929 earnings would justify 
materially higher quotations for this group. 

Our next candidate among the “prince and pauper” 
industries is construction. Like heavy steels, it has been 
relatively slow to feel the upsurge of recovery but the 
upward trend is now strongly established. Unlike heavy 
steel shares, most stocks related to construction are dis- 
counting the outlook some time ahead. For this, how- 
ever, there is a valid basis in that the construction cycle 
is normally a very long one. That is, once the trend 
changes after years of sub-normal building, the advance 
lasts for a period of years. Hence building stocks are 
looking beyond 1937 results. 


For Investment and Speculation 


In this group there is a wide range for investment and 
speculative choice. Many diversified companies have a 
stake in construction. For example, General Electric, 
Westinghouse, various makers of floor coverings, furni- 
ture and other household equipment. For our purposes 
here we will confine selection to stocks more directly and 
completely dependent on construction. Among these 
will be found several that are far in front of the con- 
struction trend. Thus, although the biggest gains in 
building are yet to come, Minneapolis-Honeywell Regu- 
lator Co., makers of heat control devices; and Masonite 
Corp.. makers of pressed wood fibre board, flooring, etc., 
are showing record profits today and these two stocks 
recently have been split. Others that are closer to 1929 
earning power than would be indicated by comparison of 
present construction volume with that of 1929 are Paraf- 
fine Co., the Ruberoid Co., and United States Gypsum. 
While these five stocks are not cheap on current earn- 
ing power, their excellent showing in the present period 
of sub-normal building and the assurance of considerable 
further gains in construction volume lend attraction to 
them. 

Other building issues meriting attention—all in a de- 
pression zone—are Yale & Towne, Lone Star Cement and 
Crane Co. Johns-Manville and Holland Furnace have 
a bright future but in market price have gone a consider- 
able way toward “normalcy.” For speculation, we give 
you Celotex and National Gypsum. 

Another broad section of equities subject to wide 
cyclical swings in earning power and affording relatively 
attractive investment and speculative opportunities is 
composed of companies manufacturing heavy equipment 
and machinery—railroad equipment, industrial and util- 
ity equipment, farm equipment. 

The better grade rail equipment stocks are discounting 
earnings for the near term rather generously, but are 
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American Steel 
Foundries is 30 points under its 1929 high, Pullman 49 
points under its 1929 high, Westinghouse Air Brake 93 
points under best 1929 quotations, American Car & 
Foundry 52 points under and General Railway Signal 


nevertheless well under 1929 prices. 


more than 76 points under. On the probability of fur- 
ther expansion of demand for rail equipment next year, 
these stocks should go higher. In a more speculative 
position, Poor & Co., which earned $4.15 per share on its 
Class “B” stock in 1929 and which now sells around 24, 
is not without merit. 

The best electrical equipments sell at high ratio to cur. 
rent earnings for obvious reasons. General Electric and 
Westinghouse sell capital equipment to the utilities, the 
railroads, industry; and sell far more consumers’ durable 
goods—such as refrigerators, washing machines, heating 
equipment, etc.—than in 1929. Record high consump- 
tion of electricity indicates a large market for utility 
equipment. The re-equipment of industry is but off to 
a good start. Demand for household equipment is sub- 
ject to further expansion. Recovery in construction will 
benefit both companies. Each of these equities has the 
added attraction deriving from constant research and a 
stream of new products. It is a safe forecast that both 
General Electric and Westinghouse are on their way to 
record high volume and profits. The former is 47 points 
under its 1929 high, the latter more than 145 points un- 
der its 1929 high. The smaller Allis-Chalmers is closer 
than either to its 1929 high, but is likewise closer to rec- 
ord high earnings and hence is a worthy candidate. 

Other capital goods equities capable of substantial 
advance include Foster-Wheeler, Bullard Co., Chi- 
cago Pneumatic Tool, Ingersoll-Rand, Niles-Bement- 
Pond and General Refractories. If we lump these six 
issues into a hypothetical composite we get a current 
price of 53, which is less than 9 times 1929 earnings and 
which is 45 points under the 1929 average high. 

Farm equipment companies have had a rapid recovery 
in earning power but their potentialities have been 
brightened by the virtual Government guarantee of a 
favorable level of farm income, and possibilities of worth 
while appreciation are not ended. International Har- 





“Prince and Pauper" Stocks 


Ratio of Recent Price to 1929 Earnings per Share and to 
1929 Market Peak 


Price times Price in % 
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Stocks of Relatively Stable Earning Power 
Ratio of Recent Price to 1929 Earnings per Share and to 


1929 Market Peak 
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vester, the strongest and most diversified, is some 40 
points under its 1929 high and Deere & Co. common is 
30 points under 1929. 

Also in the “prince and pauper” class are the copper 
stocks. Here again we have seen large advance and we 
are confronted with high current price-earning ratios. 
Yet copper consumption is rising rapidly, is at a new 
all-time high in Europe and without question will even- 
tually reach a record high in the United States, due both 
to recovery in normal uses and to the development of 
many new applications. Within limits, this is a “con- 
trolled” commodity as to production and price, but a 
virtual sellers’ market exists today and the price will 
gradually move higher. Anaconda is priced now at 6.8 
times its 1929 net per share and is 87 points under its 
1929 high. Kennecott Copper is priced at 10.9 times 
1929 net, is 43 points under its 1929 high. The price 
of copper in 1929 was more than twice as high as it is 
now. 

Turning to dynamic or expanding industries, leading 
candidates include chemicals, steel alloys, plastics, air 
conditioning, Diesel engines, aviation and petroleum. 

For obvious reasons, chemical stocks sell at relatively 
high price-earnings ratios but can be expected to con- 
tinue to do so. Hence, even though price-earnings ratios 
remain around the present range of 22 to 28, further 
sales gains next year will mean substantially higher quo- 
tations. We would not expect 1937 percentage apprecia- 
tion in the general run of chemicals to equal that in de- 
pressed heavy industry stocks—assuming continuation 
of present industrial trends—but for necessary balance 
and diversification in common stock commitments this 
group must be included. Our preference is for du Pont, 
Union Carbide, Monsanto Chemical, Air Reduction and 
Dow Chemical. 

Participation in steel alloys can be had through Re- 
public Steel, Alleghany Steel and Climax Molybdenum, 
though this is by no means a roster of the field. In 
plastics, air-conditioning and Diesel engines, one can get 
Tepresentation in all three through Westinghouse or 
General Electric. With infant industries, the safest 
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course is to bet on a large company to which new prod- 
ucts merely mean added diversification. 

Aviation shares remain in a speculative position but 
are given attraction by the rapid progress being made in 
air transport and in manufacturing, as well as by current 
heavy military and naval demand. Our choice in this 
group centers on Douglas Aircraft, Curtiss-Wright, Con- 
solidated Aircraft and United Aircraft, all manufactur- 
ers. 

The oil industry is favored by record high consump- 
tion of gasoline and fuel oil. It has a continuing prob- 
lem of production control—at present being successfully 
handled—and it can not raise prices beyond a reason- 
able limit, even if supply-demand factors so justify, 
without encountering political hostility. Nevertheless 
there is a margin for substantial further gains in earn- 
ing power and for higher stock prices. Here again we 
would include several good oils for balance and diversifi- 
cation, even though percentage appreciation in the 
stronger equities may not match that, for example, in 
heavy steels over the next year. 

Our last group—companies which invite attention 
because of new products, changed methods or capital 
reorganization—does not, for obvious reasons, lend itself 
easily to generalized discussion. New products or meth- 
ods may work wonders in earning power, but the ques- 
tion of “when” involves careful individual consideration 
rather than any general principles. Typical examples 
are the entry of the Briggs Manufacturing Company in 
the plumbing ware field; development of light weight 
railroad rolling stock by Budd Manufacturing Co.; en- 
trance of Reynolds Spring into the field of plastics; de- 
velopment of an aluminum-lined can and a valve can by 
Crown Cork & Seal; development of “Frosted Foods” 
products by General Foods; raising of price limits by 
Woolworth to include merchandise up to $1; entrance of 
Packard into the medium and low price motor field. 





New Market Leaders? 


There have been scores of capital reorganizations from 
which some strong companies undoubtedly will emerge. 
Here again the question of when this will find reflection 
in earning power demands close individual study. Ex- 
amples of reorganized enterprises which are showing 
promising results are Studebaker, Paramount, Celotex 
and Twentieth Century-Fox. There are many others. 

In general, heavy industry stocks now far under 1929 
prices and issues of companies in industries subject to 
great long term growth offer the maximum promise of 
appreciation. As always, there will be exceptions to any 
rule. For special reasons a company in a mature or 
more or less static industry may forge ahead. We have 
seen many stocks rise greatly in recent months, due in 
considerable part to higher dividends forced by the un- 
distributed earnings tax. Quotations distorted by this 
factor offer no very reliable guidance to prospects for the 
next year. The tax law may be modified at the next ses- 
sion of Congress to such an extent that some companies 
will reduce materially the percentage of earnings dis- 
tributed in order to build up surplus or working capital. 
In any event, companies will be under no compulsion to 
make special dividend payments during the first three 
quarters of 1937. (Please turn to page 188) 
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Bethlehem Stee 


A Colossus Reborn 





BY WARD GATES 


Fi. years most of the loose dollars that Bethlehem 
Steel could lay its hands on have been spent in continu- 
ous expansion and improvement of its facilities for 
making steel. Except for that fabulous “War Baby” 
period twenty years ago and a few years late in the last 
boom era, the common stockholders in Bethlehem have 
had lean pickings. 

Stockhelders who have stuck patiently with their 
more or less unremunerative stake in this enterprise can 
now have the satisfaction of knowing that Bethlehem’s 
expensive capital expansion program is now substan- 
tially complete for some time to come; that it is a 
stronger, more fully integrated, better balanced and 
more efficient company than ever before; and that its 
brightest days are ahead of it. 

Shareholders who had the courage to buy the com- 
mon stock in recent years at prices between 714 and 
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Forging steel wheels for railroad cars 


50 can pat themselves on the back for having acquired 
a bargain—and potential buyers who examine it today 
at 71 will find reason to conclude that there is still 
“something left” in the equity, probably a very consid- 
erable “something” for those who have patience to ride 
with the tide and wisdom to ignore short-term specu- 
lative trends. 

As to this, let us see. On the one hand, Bethlehem 
is predominantly a maker of heavy steel products and 
it is only in recent months that steels of this type have 
felt the strong surge of recovery. On the other hand. 
throughout the depression years, Bethlehem spent mil- 
lions in expanding and improving its facilities for mak- 
ing the lighter steels increasingly used in durable con- 
sumer goods such as automobiles and a great variety of 
household equipment. Its most important step in the 
latter direction was the building of a $20,000,000 con- 
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tinuous sheet, strip and plate mill at the Lackawanna 
Plant, which was placed in full operation only a few 
months ago, which is the last word in efficiency and 
which is now operating two eight-hour shifts daily. It 
will soon start construction of a similar mill at its 
Sparrows Point, Md., plant. 

Therefore, with respect 
Bethlehem is in a stronger position today than ever 
before. If we assume that the rising trend of steel 
prices will approximately balance rising costs, the 
problem of estimating prospective earning power boils 
down largely to the question of what percentage of 
Bethlehem’s total steel-making capacity is likely to be 
utilized, for fixed charges run on in good times and bad 
and, once the “pay point” is passed—as it has been in 
this case—earnings can mount with surprising rapidity. 


to product. diversification, 


Earnings Can Rise First 


For perspective, Bethlehem operated at an average 
of 91.8 per cent of its capacity in 1929 and earned 
$11.01 per share on the 3,200,000 shares of common 
stock now outstanding. In 1930 the average rate was 
61.7 per cent of capacity and earnings were $5.26 per 
share. It fell to 38.6 per cent in 1931, to 16.9 per cent 
in 1932, advanced to 28 per cent in 1933, to 34.9 per 
cent in 1934 and to 39.8 per cent in 1935. Thus, for 
the period 1931-1935, there was no profit available for 
the common stock, although it is worth noting that in 
1935 operations at 39.8 per cent of capacity produced net 
income of $4,291,253, whereas operations at 38.6 per cent 
of capacity in 1931 yielded net of only $115,745. In- 
creased capacity and increased efficiency, rather more 
than the difference of 1.2 points in operating rate, ac- 
counted for this improved showing. 

With 1936 came the long deferred upward surge in 
heavy steels, reflecting our belated recovery in capital 
goods industries. In the first quarter operations ad- 


vanced to an average of 45.3 per cent of capacity. 
The second quarter took them to 66.2 per cent; the third 
quarter to 69.5 per cent; and the present rate is around 
75 per cent. With bookings on September 30 amount- 
ing to $93,272,198, the largest total in many years, there 
is every reason to believe operations around the present 
level will be maintained for the rest of the year, with 
prospect of further expansion in 1937. On this basis 
operations for the year should average around 64 per 
cent of capacity—almost double the 1935 performance, 
the best level since 1929 and comparing with an average 
of 61.7 per cent in 1930. 

The company now has a capacity of 9,360,000 gross 
tons of steel ingots, as compared with 8,000,000 gross 
tons in 1929. Long the second largest steel enterprise 
in the world it is rated at, roughly, one-third the 
capacity of United States Steel. Some 600,000 tons have 
been added to finished steel capacity by the new mill 
at the Lackawanna plant. Another 600,000 tons will 
be added next vear by the>new facilities at Sparrows 
Point. 

It has been asserted by some steel commentators that 
the steel industry at present is operating at close to 
the limit of efficient capacity, that above a 75 per cent 
rate more and more obsolete equipment must come into 
use, that this will tend to limit progress in recovery 
of full earning power until substantial rebuilding and 
modernization of present idle capacity can be com- 
pleted. However true this may be of some steel com- 
panies, we have the word of President Eugene G. Grace 
—widely regarded as being one of the several smartest 
steel men in the business—that it is not true of Bethle- 
hem. On the contrary, thanks to the capital expendi- 
tures made in recent years, Mr. Grace asserts that the 
remaining 25 per cent of Bethlehem’s capacity is just 
as efficient as the 75 per cent now in use. 

Such being the case, Bethlehem needs only a 1929 
volume of business to exceed (Please turn to page 151) 





Water-front Plant of Bethlehem Steel, Sparrows Pt., Md. Other Plants Located at Bethlehem, Lebanon, Johnstown, Coates- 
ville, Carnegie, Pottstown, Rankin, and Leetsdale, Pa.; Blasdell, N. Y.; Lackawanna, N. Y.; Wilmington, Del.; Dunellen, Hillside 
and Newark, N. J.; Chicago, Ill.; Seattle, Wash.; Los Angeles, Alameda and South San Francisco, Cal. 


NOVEMBER 21, 1936 


149 





Left: Forming sheets 
into motor body 
parts. Right: Equip- 
ment for Testing 
tensile strength of 
steel. Below: Ma- 
chine for weaving 


wire fence. 











































































































| JOOS 
) LET 
fe UT 
fe oT 

We HT 





MILLION DOLLARS 
w he 
° 





























‘16 








18 "22 '24 *32 
























PRICE PER SHARE 





























PRICE RANGE 





1929 1930 1931 1932 1933 1934 1935 193 

















THE MAGAZINE OF WALL STREET 








the 1! 
stock- 
matels 
ating 
in cap 
crease 
consid 
let us 
The 
an avi 
tuted : 
other 
pipe a 
per ce 
6 per ¢ 
Att 
in fini: 
nearly 
plates 
tin pla 
the pas 
in pipe 
part, a 
which 
during 
shapes, 
which 
hem’s 
steel cc 
uses in 
In v 
hem’s ¢ 
—whic 
that fi 
accoun 
and he 
augurs 
high as 
We | 
that n 
utilities 
years f 
that ec 
volume 
prosper 
has rise 
the gen 
then or 
the dir 
probabl 
its 1929 


Natu: 
plicate 
terms o 
stantial 
wage sc 
by 51% 
ment ir 
steel pr 
ure. It 
will be 


NOVEM 














the 1929 profits of $11.01 per share on its common 
stock—assuming price and cost relationships approxi- 
mately the same as in 1929—for the 1929 average oper- 
ating rate, applied to expansion of about 17 per cent 
in capacity since 1929, would mean proportionate in- 
crease in physical volume of steel sold. Leaving aside 
consideration of price and cost factors for the moment, 
let us conjecture a bit regarding prospective volume. 

There are eight major classes of finished steels. Over 
an average of the past dozen years bars have consti- 
tuted about a fifth of total volume; sheets and strip an- 
other fifth; plates and shapes about 12 per cent each; 


pipe and tubing about 10 per cent; wire rods about 9 


per cent; rails about 8 per cent and tin plate around 
6 per cent. 

At the bottom of the depression Bethleheim’s capacity 
in finished steels centered about 30 per cent in bars, 
nearly 28 per cent in shapes; about 14 per cent each in 
plates and rails; and the rest in rods, pipe and tubing, 
tin plate and sheets. The revamping of facilities during 
the past three years has substantially expanded capacity 
in pipe, tin plate, wire, sheets and strip—correcting, in 
part, a previous over-balance in heavy steels, many of 
which were subject to virtual disappearance of demand 
during acute depression. This was especially true of 
shapes, which go largely into heavy construction and 
which constitute a much bigger percentage of Bethle- 
hem’s capacity than in the case of any other major 
steel concern; of rails, and of plates, which have major 
uses in tanks, ships, freight cars, building, ete. 

In view of the fact that more than a fifth of Bethle- 
hem’s capacity is still dependent on heavy construction 
—which has had but a relatively modest recovery, and 
that financed largely by public works—and_ taking 
account of the fact that buying of steel by the railroads 
and heavy equipment industries is still sub-normal, it 
augurs well for the company’s future that it is now as 
high as 75 per cent of capacity in volume. 

We assume that economic recovery will continue, 
that manufacturing industry, the railroads and the 
utilities will spend increasingly over the next several 
years for the modernization and expansion of facilities, 
that construction will gradually move toward normal 
volume and that American business will pass the 1929 
prosperity peak just as after every other depression it 
has risen above pre-depression limits. If this is not 
the general direction in which the country is moving, 
then one should not buy any common stocks. If it is 
the direction in which we are heading, Bethlehem, 
probably within a year or two, should equal or exceed 
its 1929 volume of steel making. 


Forecasting Profits 


Naturally, there are some variable factors which com- 
plicate the task of projecting what this may mean in 
terms of net earnings. On the cost side, taxes are sub- 
stantially higher than they were in 1929 and so is the 
wage scale, which as this is written has been increased 
by 5% cents per hour, base pay, with equitable adjust- 
ment in all other rates of pay. On the other hand, 
steel prices average about $3 a ton under the 1929 fig- 
ure. It is a foregone conclusion that price schedules 
will be revised upward in the near future to offset this 
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substantially enlarged labor cost. Since the general 
trend of commodity prices is firmly upward, with the 
customers of the steel industry enjoying better times 
and a sellers’ market developing in some products, it 
is to be doubted that any effective opposition to higher 
steel quotations will develop. 

Hence we conclude that the labor factor—which 
Bethlehem has handled with eminent success for many 
years through a policy of enlightened attention to 
labor relations—will not of itself preclude ultimate 
recapture of normal earning power, even though it has 
been given increased importance by the C. I. O. union 
drive and the impetus which the overwhelming political 
victory of the New Deal may be expected to give to 
that movement. 

Again, there must be taken into account the fact that 
installation of much modern capacity in recent years 
and other operating adjustments made under pressure 
of bad times must tend to lower unit costs. To what 
extent this increase in operating efficiency offsets higher 
hourly wage rates and what it would mean at a capacity 
operation are beyond statistical estimate. 

Nor is there more than partial guide in the fact that 
Bethlehem earned $8,609,514 in the first nine months 
of this year, with operations averaging 60.3 per cent 
of capacity, as compared with $1,895,227 in the corre- 
sponding period of 1935. A sustained 60 per cent rate 
is one thing. A rate of 45.3 in the first quarter, 66.2 
in the second quarter, and 69.5 in the third quarter— 
making average of 60.3 for nine months—is something 
else again. 


Fast Recovery 


More to the point, the third quarter operation at 69.5 
per cent of capacity, produced a profit of 84 cents per 
share on the common stock, as against 49 cents per 
share in the second quarter on an average operating 
rate of 66.2 per cent. But for a non-recurring charge in 
connection with recent sale of $55,000,000 in bonds, 
amounting to 12 cents a share, the third quarter figure 
would have been 96 cents per share. 

It is highly improbable that the rise of 3.3 points in 
operating rate between the second and the third quarter 
of itself jumped common share earning power from 49 
to 96 cents or nearly double. The newly-established 
earning power of added modern facilities at the Lacka- 
wanna Plant and enlarged orders for rails figured largely 
in this change. The performance, however, does illus- 
trate in striking fashion how quickly Bethlehem’s earn- 
ing power can respond to expanding volume when the 
break-even point has been passed. For another illustra- 
tion of the same phenomenon—inherent in the physical 
and financial set-up of the enterprise—it may be noted 
that at an average of 82 per cent of capacity in 1928 
Bethlehem earned a profit of $18,585,922, whereas at 
91.8 per cent of capacity in 1929 it earned $42,242,980. 
The difference was a little less than 10 points in operat- 
ing rate but $23,657,058 in earnings or equivalent of 
more than $7 per share of common stock now out- 
standing. 

The gains in heavy steels this year are, of course, 
from a very depressed level in 1935. It is not to be 
imagined that 1937 can pro- (Please turn to page 190) 
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Dons Brown, a salesman, is out of work. This is not 
to say that he has lost his job, but only that there is 
nothing for him to do. And the reason for this abnor- 
mal state of affairs is that the big wholesale textile 
house which employs him has so many orders on its 
books that it cannot get the mills to accept any more 
unless the delivery date is ridiculously far into the 
future. That the market for any kind of textile 
should be in a “booked up” state is startling to say 
the least. 

Delve a little deeper and similar conditions are found 
in a number of other lines. Take paper pulp, for 
example: big industrial users have booked their require- 
ments a year, two years, ahead and the fellow shopping 
around for “spot” pulp now is just out of luck. The 
National Association of Purchasing Agents the other 
day had this to say on the matter of coal: “ . .. demand 
for bituminous coal during the month of January, 1937. 
should reach the high peak of around 48 million tons, 
or about 12 million tons a week, as compared with 10 
million tons per week during January, 1936. As the 
week’s production of bituminous coal for October 10. 
1936, was 914 million tons, the demand for this much 
coal will necessarily be a strain on both the coal indus- 
try and the railroads.” Take steel, even: it may seem 
‘o some, with the industry reported to be operating at 
only some seventy-five per cent of capacity, that there 
were ample margin for further expansion. This, how- 
ever, is not the case. Today, the steel industry is oper- 
ating at about the limit of its practical capacity, the 
difference between present operations at seventy-five 
per cent and the theoretical one hundred per cent being 
largely represented by obsolete and inefficient facilities. 
or at least facilities of the kind that it is not practicable 
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It’s a 
an Sellers’ Market 


Today 


Surplus Stocks Depleted—Production Ap- 


proaching Capacity—Prices on the Rise 


BY HENRY RICHMOND, JR. 


to put into operation under present day conditions. 

Just one more illustration of the same point—an 
illustration that may well strike the man in the street 
more forcefully than these others. Many retailers are 
entering the Christmas season fully expecting to be sold 
out of many important lines long before Christmas day. 
However, they are unable to do anything about it, for 
producers cannot guarantee delivery of larger quanti- 
ties in time. 

These are developments of the greatest significance; 
they show how closely we approach a sellers’ rather 
than the buyers’ market which prevailed in most lines 
for the past four years or more. They hold out the 
possibility that before long there will be an upward 
surge in prices that will take one’s breath away. “Infla- 
tion,” of course, is now a discredited word in the eyes 
of the general public, but the country’s interest will 
revive should the expected happen. 

It is not difficult to understand why there has been 
such a modest rise in prices so far, relative to the amount 
of “money” injected into the business stream. In the 
first place, stocks of raw materials throughout the world 
were huge. There was more than a year’s supply of 
copper on hand, huge surpluses of aluminum, lead, tin. 
and other metals. Warehouses bulged with rubber. 
cotton and grains. A few years ago a company like 
Anaconda Copper, borrowing in the neighborhood of a 
hundred million dollars for the purpose of carrying its 
metal inventories, obviously would dump supplies and 
prevent the market from getting out of hand. So with 
every other commodity where stocks were excessive. 
Now, however, owing to revived industrial demand. 
armament demand, drought, or other cause. these 
excessive stocks are no more. 
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In the second place, manufacturing has gone through 


a similar set of conditions. No manufacturer in his 
right mind, operating at 20 per cent of capacity, would 
kill an incipient expansion in orders for his product by 
raising prices sharply if he saw merely enough business 
ahead to increase his operations to 30 per cent of 
capacity. On the contrary, he would be likely to cut 
prices, lift his operating ratio to 40 per cent—thereby 
cutting overhead per unit—and carry 10 per cent of his 
output as a speculation. If the speculation were suc- 
cessful the first time, he would probably tend to be 
over-optimistic when he tried it the next. And it has 
been the liquidation of just this over-optimistic specula- 
tive production that caused the numberless little dips 
in the price of manufactured goods over the past four 
years. The most definite example of this occurred in 
late summer, 1933, when the United States first began 
its gold experiments and few were able to distinguish 
between devaluation and inflation. 

Now, look at the situation as it is today. Raw mate- 
rial stocks are down and a large portion of industry is 
operating at, or close to, capacity. As was said at the 
beginning of this discussion there is an actual shortage 
ina number of important lines. The next step, it may 
logically be reasoned, will be for buyers to compete 
against each other. And this, of course, is the sellers’ 
market. 

It is naturally not a situation that has gone com- 
pletely unrecognized. Manufacturing and retail corpo- 
rations generally are trying to build up their inven- 
tories. The National Association of Purchasing Agents 
suggests that they do so. In a recent bulletin the Asso- 
ciation said: “Buying policy recommendations would 
range from two to six months in the general run of raw 
materials and semi-finished products. There is very 
little prospect of any declining tendencies in commodity 
values or manufacturing costs during the next several 
months and much should be gained by moderate for- 
ward commitments.” 

But, although it easy to pick out any number of com- 
panies whose inventory accounts today 





now that producers are not sitting around with their 
tongues hanging out of their mouths waiting for orders, 
buyers are finding that they can no longer pick up the 
telephone, give the order, and have the goods delivered 
first thing in the morning. Again, there is the matter 
of transportation. Railroads and trucking companies 
are all much busier than they were and often the required 
equipment is not immediately available. 

Yet, if a corporation increased its inventory no more 
than was necessary to conform to these various influ- 
ences, it has done only what it must in order to stay 
in business: it has not expanded its stocks in any rela- 
tive sense. Is there any evidence that business gener- 
ally has increased its stocks relatively? If there were 
strong evidence of this, it would, of course, tend to hold 
down prices. Here and there, farsighted corporations 
are buying ahead freely, but for many such a course 
is not feasible. 

There are a number of reasons why, despite its being 
in theory clearly the best thing to do, the majority of 
corporations find it difficult to materially increase their 
stocks on hand. It is a course requiring money and 
some of them cannot afford it. When earnings are large, 
pressure is brought by stockholders for the distribution 
of dividends and there are objections if the company 
proposes to place any large proportion of its earnings 
into inventories—to say nothing of the complications 
resulting from the new Federal tax on undistributed 
profits. In the case of a merchandising company, much 
of the inventory is subject to wide changes in style and 
to stock large extra quantities of such things as women’s 
dresses and shoes would be to court disaster. Then 
there is the matter of physical deterioration. A few 
vears ago the Chrysler Corp. deliberately over-bought 
its steel requirements in anticipation of a price rise. 
Chrysler steel had to be stored in places open to the 
weather and when the time came to use it the company 
found that rust had cost it as much, or more, than had 
been saved by the favorable buying price. 

That business as a whole (Please turn to page 192) 
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WASHINGTON SEES: 


Strong tide of business recovery sweeping 
away political obstacles. 


The constitution still a handicap to the New 
Deal program but a possible way around 
through state action. 


Organized labor stronger and more active 
politically as result of the election. 


Tax on undistributed corporation earnings 
remaining in effect for at least another 
year. 


Social security effects reflected in govern- 
ment bond market. 


Installment purchase plans coming under 
government scrutiny. 


Family rows in several federal departments. 





Business outlook under continued New Deal is not 
as bad as might appear from election returns. True the 
business view was repudiated at the polls and will 
have few spokesmen in Congress, but the strength of 
business improvement is so great that political obstacles 
may be swept aside. Reforms can no longer be cloaked 
as emergency or recovery measures. The administra- 
tion needs improved business for tax revenue, to reduce 
relief costs, and for morale. 

“Master complex” of Roosevelt expressed at Madison 
Square Garden is not promising, but there is reason to 
hope that business views will get more consideration 
as minority opinion than as threatening opposition such 
as would be case were Congress closely divided. Roose- 
velt’s methods may be more conservative even if his 
objectives are not. 


Political parties’ future is interesting speculation. 
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Republicans are badly whipped but they can come 
back. New leadership, clearer issues, better organization 
needed, but some 18,000,000 voters supported them so 
they have reason for confidence in future. Their role 
in next two years should be intelligent minority critics, 
not obstructionists. Democrats have less hope for party 
future, paradoxical as this may seem. Old fashioned, 
conservative, states-rights Democrats feel there is no 
room for them in New Deal party, fear that by 1940 
their party will be split in the South and that liberals 
of all former affiliations will join with farmers and labor 
to form new party under new name. There is much 
evidence for such a prediction, though a “popular front” 
of this sort would be difficult to hold together. 


Government reorganization rumors fly like leaves 
around Washington. President, Senate and House each 
has committee working on problem, largely through hired 
experts to date. All will report in January. Similar 
efforts in other years have brought few results—too 
much inertia in government—but feeling is that this 
time those in power really mean business. 

Thorough shake-up is likely. Objects: economy, per- 
manent status for New Deal activities, smoother oper- 
ation. Several new departments are talked of, and this 
would provide excuse for easing out of Cabinet several 
members the President would like to do without but 
hates to fire. For instance, putting Miss Perkins in 
new department of public welfare would gracefully 
remove her from Labor department where unions don’t 
like her. Plenty of intra-mural fighting going on among 
bureaucrats to preserve or increase prestige and ap- 
propriations. 


Supreme Court and Constitution remain obstacles to 
New Deal. Foremost question is when and how these 
will be circumvented or removed. Remote is possibility 
that several conservative justices will die or resign 
and successors will be able to find precedents and inter- 
pretations to uphold desired legislation. 


Alernatives are uniform state action and constitutional 
amendment. Former will be tried first if impatience 
of labor and other more radical groups can be restrained. 
Soil conservation law is a model, under which each 
state is expected to set up crop control system and 
federal government will contribute substantial part of 
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cost. Similar scheme might work with state laws on 
hours, wages, child labor, working conditions, ete. 
Government might also aid in preventing interstate 
shipment of goods made in violation of state laws or 
might divest interstate shipments of federal control 
thereby permitting states to control the sale of prod- 
ucts of states with less restrictive laws. 

Such a plan would woo support of states rights 
champions and those who hesitate to change basic 
federal principles. Then if this scheme fails and _ if 
Supreme Court invalidates several important laws, in- 
cluding national labor relations act, there might be 
suficient popular demand for amendment to give 
greater federal control over industry to permit Roose- 
velt to fight for such without being charged with 
attempting to undermine our system of government. 


Housing legislation is one of few specific promises made 
by Roosevelt during campaign. Senator Wagner will 
at once press for action on revised form of his plan for 
federal financial aid to municipalities for slum clearance 
and low-cost housing construction. Problems are extent 
of federal control and definition of “low cost’ housing 
and “low income” families. Real estate interests say 
they are not interested in building for slum families 
but want assurance that subsidies will not aid families 
of sufficient income to rent or buy from private industry. 


Militancy of organized labor is a problem which will 
test Roosevelt’s powers of conciliation and control. 
Labor claims credit for his reelection and wants to cash 
in immediately. Will undoubtedly have greater influ- 
ence in Congress than ever before, but its demands for 
swift action may embarrass the President’s program. 
A. F. of L. annual convention in Tampa November 16 
is of more than ordinary interest; definite legislative 
program and attitude toward constitution may develop. 
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Senator Wagner of N. Y.; William Green, President of the American Federation 
of Labor, and Secretary of Labor, Francis Perkins 
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Corporation surplus tax law will not be repealed. May 
be modified somewhat but not as applied to 1936 
returns. Predictions are that it will bring in much more 
revenue than anticipated, and government needs this. 
Administration also pleased with other effects—higher 
dividends, wage increases, expenditures for research, 
advertising, new plants, etc. Considered desirable 
method of distribution of wealth. 


Social security registration plans were sprung in full 
detail immediately after election, apparently in proof 
of charge that they were purposely held up during 
campaign. But responsible officials swear this was a 
coincidence, that S. S. Board and Treasury could not 
agree on details until 4 p.m. November 3. 

Social security taxes on employees, which figured in 
Republican campaign, may make trouble but not the 
sort Republicans anticipated. Instead of opposing social 
security, workers may insist employers or general tax- 
payers shoulder entire cost. A. F. of L., which previously 
endorsed employee contributions, may now fight for 
repeal of employee tax. 


Bond market may feel further effects of old-age annuity 
reserve fund to be started by Treasury January 1, 
coincident with first social security tax payments. Dur- 
ing first half of 1937 this fund will grow to nearly 
$300,000,000 and rapidly thereafter, all invested in gov- 
ernment securities bearing 3 per cent interest. This 
means the fund will absorb about all the new securities 
the Treasury may issue this year and soon will begin 
to absorb refundings. Possible tight market for govern- 
ment looms. Experts agree the law will have to be 
changed some time but probably not for couple of years. 


Installment purchase misrepresentation comes under 
fire of Federal Trade Commission in a new campaign. 
One auto financing company has already 
stipulated to cease advertising “6%” 
when charges total more than simple 
six per cent, and complaints are in the 
making against several other finance 
plan advertisers. Possibility exists that 
Congress might legislate re installment 
credit, since bank credit is already under 
Reserve Board’s thumb. 


Government lending agencies may 
come in for overhauling by next Con- 
gress, either as part of or separately from 
general departmental reorganization. 
Consolidation and curtailment are being 
talked. But R F C’s lending powers 
probably will be continued for another 
year. 


Power program of administration may 
be given an objective review but not 
immediately. Outcome of pending liti- 
gation will determine future course. 


Internal rifts in several departments 
mar administration harmony, will have 
to be settled (Please turn to page 193) 
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The Stockholder Holds the Bag 


Dividends Forced by Undistributed 


Profits Tax Are Not All Gravy 


BY M. L. SEIDMAN, C. P. A. 


Tax Consultant 


a enough, the bag that the stockholder holds 
right now is full of nice juicy dividends—extraordinary 
dividends—the kind that in the old days would have 
been considered a real melon-cutting harvest. But to- 
day’s extraordinary dividends are not of the same nature. 
They do not represent the voluntary outpourings of de- 
layed profit-sharing—quite the contrary. They are for 
the most part involuntary and premature. In addition, 
the dividend bag itself has a great 


company passes on to its stockholders the income which, 
if not distributed, would in its own hands, be subject to 
a tax as high as 27 per cent, only to again subject the 
balance to a tax in the hands of the stockholders, if ever 
the balance is distributed. Under such circumstances, 
the company can hardly be blamed if it pays out every 
dollar of current income regardless of consequences, 
As a matter of fact, the stockholders are fortunate 
if the dividends are paid them in 





big hole at the bottom of it. It’s 
a tax hole. One that will burst 
wide open on next March 15th, 
and find Uncle Sam ready to scoop 
up the outpouring cash and carry 
it away as quickly as it sees the 
light of day. 

The pressure which drives the 
dividends into the stockholders’ 
bag is the undistributed profits tax 
on corporations, and the force is 
great enough to carry many of the 
dividend dollars straight through 
to the Tax Collector. How the 
pressure end of it works can per- 
haps be best illustrated by a real, 
live example. There are scores to 
choose from. Take the case of a 
well known oil company, part of 
whose statement accompanying its 
recent dividend check is repro- 
duced on the facing page. 

This is a typical expression of 


expenditures. 


increases. 


bonds or notes, 


Ways in Which Corporations 
Lower Their Profit Tax 
Liability 


Increasing advertising and research 
Paying bonuses or wage and salary 
Paying off dividend arrears in stock, 


Issuing rights to new stock. 
Paying five “quarterly” dividends. 


Paying dividends in preferred stock 
to common stockholders. 


Paying dividends in common stock to 
preferred stockholders. 


cash. At least they then have the 
wherewithal with which in turn to 
pay the tax. There is nothing 
compulsory about paying divi 
dends in cash in order for the cor- 
poration to be entitled to a divi- 
dend credit. To the contrary, cor- 
porations could, under the law, 
pay their dividends in paper in- 
stead of cash, and still avoid the 
tax liability. That is what many 
of the.companies are in fact doing. 
Numerous companies are distribut- 
ing dividends in stocks, bonds, de- 
bentures, notes, or anything else 
which would give them, under the 
law, a dividend credit. Nor are 
they required, under the law, to 
concern themselves with the very 
practical question as to what the 
stockholders will use for money to 
pay their tax bills with. Is there 
any wonder, then, that such divi- 





the motives underlying the recent 

avalanche of dividend declarations. Note that the di- 
vidend is specifically labelled as one made to reduce the 
company’s undistributed profits tax. Note that in the 
same breath in which the dividend is declared, the com- 
pany laments its act and emphasizes the fact that it 
really needs the money for capital expenditures and debt 
payments. Note also the emphasis laid on the proposi- 
tion that the company does not even know whether it 
actually has currently earned the dividend. Yet, such 
is the compelling force of the undistributed profits tax, 
that the company nevertheless finds it advisable to 
make the payment. For. in making the payment, the 
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dends are often thoroughly unwel- 
come to their recipients? 

The time factor of the tax law accentuates the prob- 
lem. For, corporations, in order to obtain the dividend 
credit this year, must distribute their income in such a 
way as to result in a taxable dividend to their stock- 
holders this year. An unnatural hurry to guess at the 
year’s income and to quickly get rid of it is the logical 
result. Statements thus far published indicate that 
mighty few of our listed companies are figuring on the 
retention of any substantial part of their current year’s 
earnings. The cost is too great. Instead. they are using 
every possible means of disposing of their income, let 
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the chips tly where they may. 

To cope with the problem 
of earnings distribution, cor- 
porations under varied circum- 
stances, have found it neces- 
sary to do some queer things 
in order to save themselves 
from the undistributed profits 
tax. One of them is the an- 
nouncement by some corpora- 
tions that they will pay five 
quarterly dividends this year. 
To the stockholder, this usual- 
ly means no more benefit than 
the possession of a quarter 
year’s Income a day or two 
earlier, but the difference in tax 
cost to him may be very sub- 
stantial indeed. These com- 
panies in the past, customarily 
declared their last quarter’s 
dividend in December, payable 


ings. 


How One Company Viewed Its 
Special Dividend 


“This special dividend declaration is made 
in order to reduce the company’s liability for 
the new Federal tax on undistributed earn- 
Because of the company’s needs for 
capital expenditures and debt payments, the 
directors would prefer to retain in the busi- 
ness the cash represented by this special divi- 
dend. In any event, they would not ordinarily 
declare any dividend at this time with respect 
to the earnings for the present calendar year, 
as such earnings cannot be known with suf- 
ficient exactness in the usual course of busi- 


ness for some time after the year’s end.” 


made, were so arranged as to 
be tax-free to the stockholder 
until he realized the cash. That 
the corporation can still do 
under the present tax laws. 
provided it is willing to forego 
the dividend credit when its 
own tax bill is figured. Natur- 
ally, it is not willing to forego 
this credit. As a result, the 
distribution purposely takes 
the form of a taxable paper 
dividend to the stockholder 
who is thus forced not only to 
accept the paper as taxable in- 
come, but to report it all in a 
single year. The result is a 
pyramiding of his income into 
the higher surtax brackets. 
There are many corporations 
with accumulated deficits car- 
ried over from prior years who 





on the first business day of the 
new year. The change is now 
necessary if they are to obtain the maximum dividend 
credit this year. For, not only must a dividend be de- 
clared, but it must also be paid by the company and 
received by the stockholder this year, in order for the 
company to obtain a dividend credit this year. The 
solution anticipates the payment of the final quarterly 
dividend by a few days. That’s fine for the company 
but may be an imposition on the stockholder whose in- 
come is to that extent distorted and is in addition forced 
into higher surtax brackets than would otherwise be 
the case. 

Another factor tending to accentuate distribution to 
stockholders this year is the working out of what is 
known as the “dividend carry over provision” in the 
undistributed profits tax law. This provision permits 
corporations whose dividends paid this year exceed cur- 
rent earnings, to carry forward the excess payments as 
a dividend credit into the next two years’ tax calcula- 
tions. That is an excellent and most equitable provi- 
sion for the corporation, but is, nevertheless, having 
this detrimental effect upon the stockholder’s tax bill 
for this year. When a corporation’s accounting officer 
has to guess at the amount of this year’s income—as he 
necessarily must, before the year is actually over—the 
estimated earnings are deliberately overestimated, just 
so as to be doubly sure that none of the year’s earnings 
will remain undistributed when the year is over. Also, 
if there be any question whether certain deductions 
taken by the company will stand up for income tax 
purposes, the dividend payment is to that extent in- 
creased so that the corporation will not later be trapped 
for an undistributed profits tax. In the meantime, the 
result to the stockholder is distorted income and an in- 
creased tax. 

There are numerous instances where substantial ac- 
cumulated arrears of preferred stock dividends are being 
paid off in paper but in such form, nevertheless, as to 
be taxable income to the stockholder this year. Such 
a dividend may be as welcome as a wolf in sheep’s cloth- 
ing. In the past, corporations have usually seen to it 
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are making money this year. 
Under most of the State laws, such corporations cannot 
pay dividends without running counter to statutory 
provisions. The Federal tax law, however, permits such 
corporations to obtain a dividend credit if they dis- 
tribute their current year’s earnings regardless of prior 
deficits. They are confronted, therefore, with this di- 
lemma. If they pay dividends, they may be in trouble 
with the State; if they don’t, they are subject to a 
heavy tax by the Federal government. In order to 
escape this dilemma, these companies have been re- 
shaping their corporate structures. They are recapital- 
izing or reorganizing, and are doing it in such a way as 
to make the accumulated deficits disappear from their 
balance sheets, leaving them free to distribute the cur- 
rent year’s earnings. The net effect on the stockholder. 
however, will be to impose a tax upon what, in most 
cases, really amounts to a return of his own capital. 

Aside from the immediate tax cost to the stockholder. 
what ultimate effect is a forced dividend policy likely 
to have on the stability of stock investments? Time 
was when a company found it to its best interest to 
maintain dividend regularity. Old, established, well 
run companies, seeking the investor’s dollar plus his 
confidence, made it their business to so regulate their 
dividend policies as to equalize and level down dividend 
payments between good years and bad. The American 
Telephone & Telegraph Company is an excellent ex- 
ample of the workings of such a policy. The effect has 
usually been to endow a company’s securities with a 
certain investment rating which could not possibly be 
attained in any other way. 

But such a policy under the present plan of taxing 
corporate undistributed profits is practically impossible. 
Or, if not impossible, will at least prove very costly to 
the corporation. For, in effect, the undistributed profits 
tax on the corporation is as much a tax on the privilege 
of carrying over income from one year to another as 
anything else. Take for instance, the simple proposition 
of a company with one prosperous year followed im- 
mediately by a year with (Please turn to page 189) 
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Motor Trucks Head for New High 


Orville Snider from Triangle 


Moron truck production this 
year will set a new high record, 
with a total of some 600,000 
units, or about 75,000 more than 
in the banner year 1929. This is industrial news of the 
first magnitude and an accomplishment unmatched by 
any other major industry. Moreover, the truck manu- 
facturers are planning an even larger volume next year 
and from this distance there appears to be no valid rea- 
son for questioning their optimism. 

Oddly enough, however, the most substantial gains 
this year will be shown by four companies which, strictly 
speaking, are not primarily engaged in the manufacture 
of trucks—Ford, General Motors, Chrysler and Interna- 
tional Harvester. The first three are the leading manu- 
facturers of passenger vehicles, while International Har- 
vester is the foremost manufacturer of agricultural 
machinery and equipment. In 1935, these four compan- 
ies accounted for nearly 93 per cent of new truck regis- 
trations and in the first nine months of this year their 
share was reduced only slightly to about 89 per cent. 

Granting to these four companies the advantages of 
an extensive sales and service organization, their out- 
standing success in acquiring the lion’s share of the mar- 
ket has been due largely to the increasing popularity of 
the light duty truck. The initial cost of these lighter 
trucks is considerably less, a factor which has contrib- 
uted visibly to their popularity, as has their versatility. 
Moreover, particularly in the case of Chrysler, General 
Motors and Ford, it was a comparatively simple matter 
for these companies to convert their passenger car manu- 


BY GEORGE L. MERTON 





facturing facilities to the pro- 
duction of trucks, a fact which 
has doubtless given these com- 
panies a marked advantage in 
lower costs per truck unit. Not all of the gains by 
the four leaders have been made at the expense of the 
so-called independent truck manufacturers for the fact 
remains that there is a broad market for light trucks as 
such, although many of the smaller manufacturers were 
geared to turn out only the medium and heavy duty 
trucks. These smaller companies have finally awakened 
to this fact and their ability to obtain a larger share of 
sales this year reflects not so much a larger demand for 
heavy trucks as it does the introduction of new light 
trucks by a number of the leading independent manu- 
facturers. 

Several factors have combined to make possible the 
record-breaking sales of motor trucks this year, behind 
all of which, however, has been the vital spark of better 
business everywhere. Industry, all the way from the big 
corporation to the small storekeeper, has been encour- 
aged to replace outworn, obsolete and costly delivery 
equipment. This was nothing more than the manifesta- 
tion of good judgment for the new trucks are unques- 
tionably cheaper to operate and repair bills are less. And 
finally, a new and up-to-date truck is a good advertise- 
ment. A greater volume of construction and broadening 
activity in other heavy industries have required more 
trucks, and, despite the drought, the sales of new trucks 
to farmers have increased faster than the sale of passen- 
ger cars. Municipalities have been replacing old mobile 
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equipment; and public works, particularly construction 
and repairs to highways, have been potent factors. 

Long distance trucking of freight and merchandising 
has been steadily expanding, with both the railroads and 
independent trucking companies adding to their facili- 
ties. It is estimated that at the present time the rail- 
roads operate some 43,000 trucks and have an indirect 
interest in companies operating about 23,000 more. The 
fact that the railroads and trucking companies are pres- 
ently engaged in legal controversies contesting the rights 
of both groups does not alter the fact that shipping by 
truck has demonstrated its economic value and as such 
constitutes an important sales outlet. 


Large Potential Replacement Demand 


The same may also be said of bus transportation, not 
only inter-urban and cross country but urban as well. 
Throughout the country in many cities electric trolley 
service is being supplanted by bus service, the most 
notable example of this trend having been witnessed in 
New York City during the past year. While the num- 
ber of bus units may not bulk large in total sales figures, 
their cost averages from $12,000 to $15,000 and they 
constitute an important item in the operations of sev- 
eral of the independent manufacturers. 

Despite the sustained upturn in truck sales this year, 
it is to be doubted that the potential replacement de- 
mand has been more than slightly depleted. At the be- 
ginning of the year it was estimated that the number 
of trucks still in use but manufactured prior to 1928 
totaled about 1,200,000 units. If one considers the large 
number of veteran trucks to be observed on every high- 
way, this figure can hardly be said to exaggerate the 
situation. Potential replacement demand is probably 
still upwards of 1,000,000 units and this is likely to make 
itself felt with increasing effectiveness as business con- 
tinues to improve. Meanwhile truck makers have not 
neglected the opportunity to stimulate this demand by 
introducing many new improvements and innovations 
and have, in fact, even become style conscious having 
found that pleasing appearance may be combined with 
utility to the advantage of sales volumes. Trucks pow- 
ered with Diesel engines promise to become an increas- 
ingly important development because of their low oper- 
ating costs. 

The sum total of the constructive factors cited here 
constitute a glowing promise for the motor truck indus- 
try in the months to come. It is a safe assumption, 
however, that there will be no significant change in the 
sales leadership among the more prominent manufac- 
turers. General Motors, Chrysler and Ford and Inter- 
national Harvester will in all probability account for 
about seven-eighths of total unit sales, and not less than 
80 per cent. This prospect, however, does not preclude 
more profitable operations by some of the more strongly 
situated independent manufacturers. In the circum- 
stances, selected issues from the later group would ap- 
pear more inviting from a speculative viewpoint, while 
a choice of General Motors, Chrysler or International 
Harvester is suggested as a more conservative medium 
for participating in the truck industry. 

With truck sales likely to attain record-breaking pro- 
portions, total sales of all products by International Har- 
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vester this year may be the largest since 1929. Easily 
the foremost manufacturer of agricultural machinery 
and supplies, the company has broadened its scope so 
extensively that not only has it become one of the lead- 
ing truck manufacturers but it is also one of the largest 
manufacturers of tractors. The company has also ex- 
panded its production of industrial machinery and Diesel 
units. No interim reports of current earnings have been 
issued but there are ample indications that earnings will 
record a sizable gain over last year, when the equivalent 
of $3.27 a share was earned on the outstanding common 
stock. Financial position is practically impregnable, en- 
abling the company to pursue a liberal dividend policy, 
payments this year having totalled $2.50 a share to 
common stockholders. Sales of farm equipment have 
pointed strongly upward but the deficiency in this field 
created during the depression is still large, accumulated 
requirements having been estimated as high as a billion 
dollars. It is not difficult to envisage what this poten- 
tial demand may mean to the leading organization in 
the field. Meanwhile, the company’s many sales 
branches and service stations in agricultural and urban 
centers throughout the country place it in a strategic 
position to sell trucks. At the present time Interna- 
tional’s truck line consists of thirty-one models and 
ninety-one wheelbases, a completely diversified line. All 
in all the shares of International Harvester, despite their 
advanced quotations, would appear to offer an appeal- 
ing investment opportunity. 

The outstanding achievements of both General Motors 
and Chrysler emphasize the remarkable success of these 
two leaders in the passenger car field and the vigorous 
recovery of earnings accompanied by exceptionally lib- 
eral dividend payments have all but overshadowed their 
progress in the field of commercial vehicles. It is, of 
course, true in the case of these two companies that truck 
prospects are of secondary importance, but with the 
likelihood that 1937 will witness a further extension of 
the upward trend in passenger car sales, the favorable 
outlook for the commercial vehicle division serves to 
round out the current promise of higher earnings. In 
fact, it would not be surprising if both companies met 
more aggressive competition from Ford during the 1937 
automobile season, a prospect based on the improved 
appearance and new mechanical introductions in Ford 
models, and rising truck (Please turn to page 188) 





Highlights of Leading Motor Truck 


Manufacturers 
Earnings 
Trucks Sold Per Share Divs. 
1st 1st 1st 1st Dec'd 
9 mos. 9mos. 9mos. 9mos. Recent This 
Company 1935 1936 1935 1936 Price Year 
General’Motors........ 134,629 171,497 2.51 3.92 75 4.50 
NIN Oso cca cececwe 45,852 70,279 5.35 9.63 138 12.00 
nternational Harvester. . 39,933 54,787 NF NF 100 2.50 
Yellow Truck & Coach. . 8,408 21,115 Nil 1.43(b) 21 None 
Mack Truck.........0. 1,101 2,887 Nil 1.46 47 0.75 
White Motor.......... 2,681(a) 5,424(a) Nil(c) 0.46(c) 28 None 


(a) Includes Indiana units. (b) Combined Class B and Common. 
mos. ended June 30. NF—Not available. 
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Britain in the Tide of Recovery 


Many Developments There Are of Unusual Interest 


and Significance to Us 


BY HAROLD FISHER 


The author of this article will be recalled by many readers for 
his former writings in this publication and as the author of the 
book, “The Inevitable World Recovery” (Doubleday Doran). 
He is an English manufacturer with world-wide mercantile 


interests and a keen student of world economy.—Enpiror. 


O.. of the most impressive facts apparent to an 
Anglo-Saxon world-observer today is the collapse in 
many countries of the nineteenth century ideals of 
government and civic liberty. Most of these ideals 
emanated from the Anglo-Saxon countries where they 
were not unnaturally associated with the material prog- 
ress achieved during that period. 

They were adopted with the doubtful flattery of 
imitation by nations which were in all probability quite 
unfitted psychologically to sustain them. In the ever 
sharper division into the two camps of Communism and 
Fascism which is now characteriz- 
ing these nations, we are perhaps 
witnessing nothing more than a 
reversion to true political type. 
Certain it is that many things 
which appeared “self-evident” to 
the drafters of the Declaration of 
Independence even before the Nine- 
teenth Century are not held so by 
many important peoples in Europe 
at the present time, and nothing 
less like “the pursuit of happiness” 
can be imagined by the Anglo-Sax- 
on world than the courses to which 
they appear to be committed. 

Since the days of Charles II, 
when John Evelyn, the diarist, as 
a member of the Council for the 
Colonies, joined in deliberations on 
the reply to be sent to the “menac- 
ing letters” of the American colo- 
nists (fully a hundred years before 
the Revolution) what is happen- 
ing in America has been of import- 
ance to England and what is hap- 
pening in England has been equally 
important to America. 


Pictures, Inc. 


What is happening on the Continent of Europe today 
is equally important to both of them, for in the war of 
political ideas now taking place there, with its conco- 
mitants of abuse, hatred and preparations for physical 
violence, the ideals upon which these two leading nations 
believe their greatness to have been founded find no 
place whatever. 

To the English, as to the Americans, it seems that 
the fight is not for liberty as they have understood it, 
but between two forms of tyranny and despotism neither 
of which have anything to recommend them to a free 
people. 

And because England lies closer to the seat of the 
trouble and must necessarily be the first to experience 
its reactions, the eyes of America are upon her, for 
what can happen to England in the first instance can 
happen to America in the second. 

What then of England? Where does she stand in 
the perilous situation of the present, and what are her 
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prospects? The answer to these problems will be found 
as usual in the English character and in the economic 
ysition of the nation. 

The English character has been credited by imagina- 
tive foreigners with a subtlety it does not possess. It is 
practical, rather than theoretical, slow in coming to a 
conviction, but exceedingly tenacious once convinced. 
Lord Balfour’s suggestion that the British Empire was 
acquired “in a fit of obscure mind” has much truth 
in it. And it might almost be said that the Empire 
holds together mainly by force of habit. But force of 
habit is very strong in the English. 

They have an excessive regard for precedent,—a clear 
demonstration of their lack of imagination. They deem 
it their duty to hand the Empire on to their descend- 
ants and require no better reason for so doing than 
that they received it from their forefathers. 

(When Napoleon called them “a nation of shopkeep- 
ers,” he described them exactly, for he meant that for 
the English “fine words butter no parsnips” and that 
they were insensitive to the mass-hypnotism he exer- 
cised on the Continent. The grandiose pronouncements 
of present-day dictators are pure Napoleonic heroics 
and the English are as indifferent as ever to that sort 
of thing) . 

Now, for this nation of shopkeepers the sun of econo- 
mic prosperity is rising once again, and its enemies may 
take warning that in the full flood of the new glory 
the English character will be found to have lost none 
of its ancient tenacity. 

The present phase of British recovery is almost purely 
an internal one. It arises from the reversal of causes 
which in 1925 set up a slow decline in domestic business 
which the world slump of 1930 only intensified. For 
England the 1930 depression was very definitely a 
second one superimposed upon the first. The prime 
cause of the 1925-1930 depression was the return to a 
gold standard that the nation could not afford. On the 
basis of that standard, moreover, the nation became a 
borrower at short term and a lender at long term in 
international finance, and got itself into the highly 
dangerous position of a banker who holds too great 
a proportion of mortgages when his depositors are 
asking for their money. 


The Start of Better Times 


The position became untenable when the world slump 
caused the short term creditors to withdraw their funds 
and inevitably in 1931 the gold standard was abandoned. 

The present phase of recovery was initiated by that 
abandonment, and made sure by the steps taken by 
the National Government thereafter. Foreign lending 
was unofficially but very effectively forbidden; interest 
rates were forced down by the gigantic conversion to 
a 314% basis of over ten billion dollars of Govern- 
ment loan (which had also the effect of raising by 
many billions the capital value of all other bonds 
throughout the country) and the home market was 
protected for the first time in nearly one hundred 
years by the imposition of a general tariff. 

In addition to all this, the Government raised a 
loan amounting to $1,750,000,000 to create an Ex- 
change Equalization Fund. The method used to 
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raise this money was by the sale of Treasury bills to 
the money market. One of the most striking effects 
of this new loan, unintentional yet extremely beneficial, 
was to raise the grand total of all the bank deposits in 
the country and facilitate the repayment of bank loans. 
The combined result of all these measures has been 
to flood Great Britain with money, and the “cheap 
money policy” of the Government is to keep it so 
flooded. The average rate of interest has been much 
reduced, great volumes of indebtedness have been paid 
off, and money has become available in vast quantities 
for new enterprises. An issue of $1,000,000 of 6% 
preference shares, in an instance that came under the 
writer’s notice, was over-subscribed no less than thirty- 
five times, while only a few months ago a 3% loan 
issue by the London County Council was over-subscribed 
900 per cent. The total of new capital issues for the 
first nine months of 1936 is nevertheless not equal to 
half that of those for the corresponding period of 1928. 
There are more people at work in Great Britain 
today than at any time in her history, yet there are 
still places officially scheduled as distressed areas, where 
excessive unemployment continues, and even apart 
from these the recovery has left many trades relatively 
unaffected. These areas and these trades are dependent 
for the most part on exports, whereas the present phase 
of improvement applies mainly to internal affairs. 
The recovery of international trade is proceeding at 
a very much slower pace, but in order to get a proper 
view of Great Britain’s prospects, it is necessary to 
remember that, as this increases, it represents one re- 
covery superimposed upon another. It is the reverse, 
in other words, of the 1930 (Please turn to page 189) 
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Stocks With Profit Prospects 


Companies Whose Shares Should Gen- 


erously Refiect Improving Conditions 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Chicago Pneumatic Tool Co. 


The recovery of the heavy goods 
industries, which apears to be gath- 
ering momentum, promises to have a 
salutary effect upon the earnings of 
Chicago Pneumatic Tool. The com- 
pany’s diversified line of manufac- 
tured products includes, in addition 
to pneumatic tools, bits and ham- 
mers, air compressors and Diesel 
and semi-Diesel motors for the oper- 
ation of compressors. Also, the com- 
pany produces many electrically- 
operated tools. These products 
normally are extensively employed 
in structural steel operations, ship- 
building, mining, quarrying and road 
building, but for demand to attain 
profitable proportions requires a 
period of expanding industrial activ- 
ity. Although the company’s busi- 
ness was severely hit by the depres- 
sion losses aggregated less than $2,- 
000,000 and finances were not seri- 
ously impaired. 

It was necessary, however, to de- 
fer dividends on the 181,800 shares 








Earnings Per Share Price Range 
1st 6 mos. 1st6 mos. Recent 1936 
1935 1936 Price High Low 
0.18 0.82 18 201% 12% 
of $3.50 preferred and accumu- 


lated arrears as October 1, last, 
amounted to $20.121%. While this 
is a fairly sizable obligation which 
must be taken care of before the 
common stock may share in any 
earnings, it has become less formid- 
able in the face of the improvement 
shown in recent operations. In the 
first six months this year, the com- 
pany reported a profit of $481,832, 
including a profit of about $100,000 
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earned in foreign countries having 
exchange restrictions. Allowing for 
regular dividends on the preferred 
stock, the showing in the first half 
year is equal to 82 cents a share for 
the 199,469 shares of common stock. 
In the same period a year ago, net 
was equal to 18 cents a share on the 
common. Ranking ahead of the pre- 
ferred and common shares are $2,- 
100,000 544% debentures, due 1942. 
With earnings up and finances com- 
fortable, the company has ap- 
proached a point where considera- 
tion could be given to a recapitaliza- 
tion, involving the refunding of the 
debentures at a lower rate of interest 
and the elimination of back divi- 
dends on the preferred stock. 

The leverage position of the com- 
mon stock and the comparatively 
small number of shares outstanding 
are factors, which, coupled with ris- 
ing earnings and the rather clearly 
defined prospect of continued re- 
covery in the months ahead, lend 
considerable interest to the stock as 
a speculative venture. 


Republic Steel Corp. 


During the past year economic 
developments have featured the 
sustained activity in the steel in- 
dustry, a condition which because 
of the basic importance of the in- 
dustry is regarded as an infallible 
i:dication of widespread industrial 
recovery. All of the leading steel 
companies have shown marked im- 
provement in earnings this year and 
their shares have enjoyed substan- 
tial appreciation in value. 

Although the company is firmly 
established as the third largest steel 
producer and has recorded a gratify- 
ing improvement in current earn- 


ings, the shares of Republic Steel 
Corp. have not shown the same de- 
gree of price recovery, and are 
quoted at a lower ratio of earnings 
than most of the representative steel 
issues. This condition, however, is 
not due to the presence of any funda- 
mental handicap or doubt as to the 
company’s future. It in all prob- 
ability reflects the knowledge that 





Earnings Per Share Price Range 


1st 9 mos. 1st 9 mos. Recent 
1935 1936 Price High ,; Low 
0.28 $1.10 25 2634, 16% 





dividends on the common stock are 
not an imminent possibility. Re- 
cently the company discharged all 
accumulated dividends on the 6% 
prior preference shares, but there 
still remain $37.50 a share in back 
dividends on the old 6% preferred 
stock, amounting to some $4,500,- 
000 at last reports. The majority 
of the holders of the old preferred 
stock have accepted the company’s 
offer to exchange for one-half share 
of new preferred and two shares of 
common stock. There are, however, 
still 120,592 shares of the old stock 
outstanding and until some provi- 
sion is made for these shares the 
common may not command _ the 
market interest to which it would 
seem entitled. Nevertheless, the com- 
mon shares, as a longer pull proposi- 
tion would seem to have much to 
commend them. 

For some time Republic Steel has 
been engaged in a program of expan- 
sion and property rehabilitation, the 
latest move in that direction being 
the sale of $25,000,000 414% gen- 
eral mortgage bonds, the funds from 
which will be used almost entirely 
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for capital expenditures. The com- 
pany is credited with an exception- 
ally able management and while its 
plants are geared for the manufac- 
ture of the lighter steel products, 
Republic, on the whole, is a well- 
rounded steel unit. The company 
is particularly well situated to manu- 
facture high-priced specialized steels, 
including alloys. 

Capitalization consists of about 


103,000,000 in funded debt, on 
which fixed charges amount to 


$5,259,595; 268,621 shares of prior 
preference stock; and the old pre- 
ferred stock already mentioned. 
Outstanding common totals 4,046,- 
767 shares. In the first nine months 
of this year the company reported 
net profit of $3,311,555 as compared 
with $507,731 in the corresponding 
period of last year. Allowing for 
dividends on both classes of pre- 
ferred stock for this period, net 
would have been equivalent to $1.10 
a share on the common, contrasted 
with 28 cents a share on a consid- 
erably smaller number of common 
shares last year. Results from this 
point on should reflect to an in- 
creasing extent the large sums which 
have been invested in new proper- 
ties and facilities in recent years. 


National Acme Co. 


This year earnings of National 
Acme will more than double the 
results for 1935; dividends have 
recently been resumed on the com- 
pany’s shares; and funded debt will 
be reduced to $750,000 on Decem- 
ber 1. The extent to which the posi- 
tion of the company’s shares has 
been improved by this series of de- 
velopments reflects the vigorous re- 
vival which has been witnessed in 
the machine tool industry this year. 

National Acme is an established 
manufacturer of single and multiple 
spindle automatic screw machines, 


turret lathes and chucking ma- 
chines. The company during the 


depression developed a new model 
automatic machine at a cost of 
$250,000. So greatly improved is 
this new model, that it has been 
estimated that potential demand 
merely to replace existing obsolete 
equipment would be upwards of 
20,000 units. While the automobile 
industry is the largest user of ma- 
chine tool products, National Acme 
is not entirely dependent upon de- 
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mand from that source and draws 
its customers from numerous indus- 
trial fields. Export business is im- 
portant, normally accounting for 
about 20 per cent of the total, and 
during the past year the volume of 
orders from abroad has been con- 
siderably higher. In addition to 
larger sales this year, the company 





Earnings Per Share Price Range 


1st 9 mos. 1st9 mos. Recent y 
1935 1936 Price High Low 
0.24 0.93 17 183/, 121% 





has also had the benefit of advanced 
prices. 

Giving effect to the scheduled re- 
duction in funded debt, that capital 
item will then amount to only $750,- 
000 414% first mortgage bonds due 


1946. Capital stock totals 500,000 
shares. Earnings for the nine 


months ended September 30, last, 
were equal to 93 cents a share for 
the stock, after all prior charges. In 
the same period last year the shares 
earned only 24 cents each. Late in 
July dividends, which had_ been 
omitted in 1931, were resumed with 
a quarterly payment of 25 cents, a 
rate which appears warranted by 
prospective earnings of more than 
$1 a share this year. Last year earn- 
ings amounted to 51 cents a share. 
At recent levels around 17, the stock 
yields nearly 6%, and would appear 
to be a desirable candidate for spec- 
ulative funds. 


National Gypsum Co. 


The rapidity with which the busi- 
ness of National Gypsum has ex- 
panded during the past year has 
brought earnings to a point where 
holders of the two classes of com- 
mon stock are entitled to receive a 
dividend. At the same time the 
prospect for further gains makes it 
necessary for the company to con- 
serve working capital. In order, 
therefore, that the company may 
avoid payment of a large surplus 
profits tax and at the same time 
pay a dividend without depleting 
current funds, it is proposed to pay 
$2.50 a share to class A and B com- 
mon stockholders in the form of sec- 
ond preferred stock. The latter is 
entitled to a dividend of $1 annually. 

National Gypsum is the second 
largest manufacturer of gypsum 


wallboard and through the acquisi- 
tion of other established competi- 
tors, the company has consolidated 
and reinforced its industrial posi- 
tion. The list of products has also 
been enlarged to include a line of 
plasters for ceiling and wall con- 
struction, acoustical plasters, metal 
laths, gypsum sheathing and a ca- 
sein-base paint. These develop- 
ments have been timed to give the 
company full benefit of the revival 
in building which gives every indica- 
tion of acquiring increasing vitality. 

At the end of last September, the 
company’s capitalization consisted 
of $784,000 debenture 6’s 1943, 35,- 
110 shares of 7% preferred and 
25,184 shares of second preferred, 
par $20. Class A stock outstanding 
totaled 229,596 shares and there 
were 15,000 shares of Class B com- 
mon. The Class A is entitled to 
non-cumulative dividends of $2 a 
share and shares equally with the 
Class B after the latter has received 
dividends of $2 a year. Since Sep- 
tember 30, however, the Class A 
shares have been increased by 15,- 
000, reflecting mainly the acquisition 
of Atlantic Gypsum Co. and a 4% 
mortgage of about $1,300,000 has 
been added to the company’s capi- 
talization. Late earnings, in the cir- 
cumstances, are interesting mainly 
as reflecting the recent trend in the 
company’s business, prior to the 
above acquisition. 





| Earnings Per Share Price Range 


1st 9 mos. 1st9 mos. Recent 
1935 1936 Price High Low 
1.66 2.44 57 57 45% 





For the nine months to Septem- 
ber 30, last, the company reported 
profits equal, after preferred divi- 
dends, to $2.44 a share on the com- 
bined A and B shares on a partici- 
pating basis. In the same months 
of 1935, the shares earned $1.66. 
Presumably the advantages accru- 
ing to the company from the acqui- 
sition of Atlantic Gypsum will more 
than offset the increased capitaliza- 
tion and with the probability that 
1937 will witness increased accelera- 
tion in the pace of building con- 
struction, the Class A shares, listed 
on the New York Curb and selling 
around 57, may be conceded a con- 
siderable measure of speculative 
merit. 
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Blaw-Knox Co. 


Since 1932, earnings of Blaw- 
Knox Co. have shown important 
gains and this year net profit may 
show an increase of as much as 
200% over 1935. For more than 
thirty years the company has manu- 
factured a line of specialty steel 
products, including concrete con- 
struction forms, structural steel 
towers, steel buildings, road-build- 
ing equipment and factory equip- 
ment for various processing indus- 





Earnings Per Share Price Range 





1st 6 mos. 1st6 mos. Recent 
1935 1936 Price High Low 
0.22 0.51 19 20% 14% 
tries. Subsidiaries manufacture 


rolling mill equipment and alloy- 
steel castings. Research is an im- 
portant phase of the company’s 
activities and new products are be- 
ing continually developed and im- 
provements made to new ones. 

The severely restricted demand 
for new equipment and other capi- 
tal goods during the depression was 
responsible for the company’s rather 
drab showing in the years subse- 
quent to 1930. To the company’s 
credit, however, losses were shown 
only in 1932, although earnings had 
been reduced to almost nominal 
proportions. Profits in 1933 and 
1934 were equal to only 8 cents 
and 3 cents per share, respectively, 
on the outstanding stock. Last year, 
however, a net profit of $565,230 
was shown, as compared with $35,- 
504 in 1934 and net available for the 
capital stock was equal to 43 cents 
a share. This year the company 
earned in the first six months more 
than it did in the entire 1935 year. 
Net was equal to 51 cents a share. 
On the basis of the first-half show- 
ing, and taking into consideration 
the larger volume of industrial con- 
struction and other factors favor- 
able to the company, earnings for 
the full year may show around 
$1.25 a share available for the stock. 

Capitalization of Blaw-Knox con- 
sists solely of 1,322,395 shares of 
capital stock. The company’s 
strong financial position would per- 
mit the disbursement of a generous 
portion of current earnings, total 
dividends this year of 45 cents hav- 
ing been more than earned in the 
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first six months. Accordingly, a 
generous extra should be forthcom- 
ing before the year-end. Selling at 
19, the shares appear reasonably 
priced in relation to the company’s 
prospects for continued improve- 
ment in earnings, accompanied by 
increased dividends. 


Colorado Fuel & Iron, Inc. 


The present Colorado Fuel & 
Iron, Inc., is the result of thorough- 
going reorganization of the prede- 
cessor company and the new or- 
ganization begins its career with the 
benefit of a favorable industrial out- 
look. The company is the third 
largest manufacturer of steel rails 
in the United States, and also manu- 
factures wire products, bars and 
structural steel for sale principally 
to the western market. Favored by 
a substantial upturn in the demand 
for rails this year, it has been re- 
ported that the company has been 
operating its rail mill at 75% of 
capacity, while wire business has 
been the best since 1931 and rolled 
steel output has exceeded the peak 
for the past ten years. 

The company was released from 
receivership on July 1, last. Under 
the approved plan of reorganization, 
the former Colorado Industrial Co. 
was consolidated with Colorado 
Fuel & Iron and holders of the for- 
mer company’s $27,600,000 5’s were 
given $400 par value Colorado Fuel 
& Iron Income 5’s 1970 and 20 
shares of common stock for each 
$1,000 bond. Colorado Fuel & Iron 
5’s 1943 totaling $4,500,000 were 


undistributed in reorganization. 
Interest on the new bonds, of 
which there will be $11,053,200 


outstanding, will be paid only to 
the extent earned and at the dis- 
cretion of Directors up to March 
31, 1938. Earned interest during 
this period will be cumulative, and 
after April 1, 1938, interest is fully 
cumulative at 5% and must be paid 
unless payment would reduce cur- 
rent assets below $5,000,000. As a 
result fixed charges of the company 
were reduced from about $1,600,000 
to about $224,000. Contingent 
charges will total $553,000 annually. 
Outstanding common stock amounts 
to 552,660 shares. Warrants issued 
to holders of the old preferred and 
common stock entitle holders to 
purchase new common stock at 


$35 a share up to February 1, 1950, 

The report of the new company 
for the third quarter this year, 
showed a net profit of $338,658, 


after all fixed and contingency 
charges, equal to 61 cents a share 
for the common stock. No compar- 
able basis is available. Including 
operations of the predecessor com- 
pany in previous months, unofficial 
estimates of earnings for the full 
year have indicated $3.50-$4 a share 
for the common. Even allowing for 
a liberal measure of optimism in 





Price Range 

Recent 1936 
Earnings Per Share Price High Low 
(See Text) 36 39% 281, 





these estimates, there is no gainsay- 
ing the existence of considerable po- 
tential earning power for the com- 
pany’s shares. Accorded the bene- 
fit of sustained steel demand _ next 
year, probable earnings of the com- 
pany would warrant substantially 
higher levels for the shares. 


American Type Founders, Inc. 


Better business this year has re- 
sulted in a material increase in news- 
paper and magazine circulation and 
advertising, in fact printed material 
of every description is being turned 
out in larger quantities. Favored by 
these circumstances, American Type 
Founders, which emerged from re- 
ceivership early this year, will show 
very satisfactory earning power on 
its new capitalization. 

The company is the largest manu- 
facturer of printing type in_ the 





Price Range 


Earnings Per Share Recent 
(See Text) Price High Low 
14 155% 8% 





United States and is the leading dis- 
tributor of printing supplies and 
equipment. About half of these prod- 
ucts, including the well-known Kelly 
press, a high-speed automatic print- 
ing machine, are manufactured in 
the company’s plants. Distribution 
is effected through 23 branches in 
the United States and various agen- 
cies abroad. During the period of 
receivership various changes were 
made in the management person- 
(Please turn to page 183) 
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Fourth Quarter Forecast 


Third Quarter Earnings Indicate a Strong Upward Surge 


in Corporate Profits for 


Dix more third quarter statements become available, 
the more convincing does the gain in corporate profits 
become and the more one realizes the broadness of the 
In our last issue there appeared 
a list of the first of the leading companies to report; it 
emphasized the strides made by the heavy industries, 
although it showed also that many lines of consumers’ 
goods, having tended to lag for a time, were again 
Nothing in subsequent reports invali- 


recovery movement. 


going ahead. 
dates these trends. 

The present list confirms the up- 
ward trend of building operations. 
Holland Furnace, for example, 
earned in the third quarter of this 
year the equivalent of $1.67 a share 
of common stock, compared with 
$1.20 a share in the corresponding 
previous period. As October is this 
company’s best single month, it is 
expected that profits for the fourth 
quarter will be very substantial. 
Yale & Towne, nationally-known 
manufacturers of building hard- 
ware, is another company in the 
construction field which is register- 
ing marked progress. 

In the automobile field Chrysler 
holds the spotlight, having just de- 
clared a dividend of $5.50 a share 
on its common stock. This will 
bring the company’s common stock 
distribution for 1936 to $12 a share. 
Even so substantial a disburse- 
ment, it is believed, will still leave 
the company with something to 
carry to surplus when the final re- 
port for the year is out. Coincid- 
ing with the improvement regis- 
tered by the automobile companies 
proper are the gains made by the 
automobile accessories. Briggs 
Manufacturing in the third quarter 
of this year earned the equivalent 
of $1.01 a share, or well over double 
the earnings reported for the 
September quarter of 1935; Reyn- 
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Reports of Leading Companies 


for the Third Quarter 


Third 
Quarter 
1935 
PRMNIBORS xo ee Neck nee $0.58 
American Bank Note...... 0.82 


American Power & Light... Nil 


American Rolling Mill... . . 0.30 
Anaconda Wire & Cable... 0.50 
Anchor Cap.............. 0.51 
Archer-Daniels-Midland.... 0.62 
Briggs Manufacturing. ..... 0.42 
Clayslet: Gori... oso ss55 sss 1.04 
Commonwealth Edison..... 1.02 
Freeport Texas............ 0.40 
Grand Union............. 0.39p 
Hazel-Atlas Glass......... 1.79 
Hershey Chocolate........ 1.74 
Holland Furnace.......... 1.20 
Homton ON. 6.6 os cccsees 0.07 
Mack Trucks. ............ def 
Marlin-Rockwell.......... 0.62 
MO Oasis cs Pe scs.s.0s 0.12 
Phillips Petroleum......... 1.16 
RS coe eee def 
Reynolds Spring. ......... 0.06 
standard Oil of California.. 0.29 
Standard Oil of Kansas..... 0.16 
Sterling Products.......... 1.10 
Timken Roller Bearing...... 0.54 
Unlttd Drag... sscce cess 0.10 


Western Union........... 1.45 
Yale & Towne............ 


Ne—No estimate possible. 


Third 


Quarter 


1936 
$0.60 
0.35 
0.01 
0.89 
1.81 
0.79 
0.85 
1.01 
2.87 
1.28 
0.60 
0.59p 
2.10 
1.03 
1.67 
0.14p 
0.61 
1.30 
0.14 
1.31 
0.66 
0.38 
0.59 
0.34 
1.13 
0.84 
0.13 
1.87 
0.55 


Full 
Year 
1936 Est. 


$2.60 
2.00 
0.20 
2.00 
6.00 
1.50 
Ne 
6.00 
13.00 
6.60 
2.70 
2.00p 
7.00 
3.80 
2.70 
1.20p 
2.00 
5.00 
0.80 
4.40 
1.70 
2.60 
1.70 
1.50 
5.20 
3.70 
1.00 
6.80 
2.20 


p—On preferred stock. 





the Balance of the Year 


olds Spring earned the equivalent of 38 cents a share in 
the third quarter, or more than six times the per-share 
earnings of the corresponding previous period. 
Although by no means solely dependent upon auto- 
mobile activity, the manufacturers of roller bearings 
rely to an important extent upon this industry. Timken 
Roller Bearing earned the equivalent of 84 cents a share 
in the September quarter, this year, against 54 cents 
in 1935, while Marlin-Rockwell showed $1.30 compared 


with 62 cents last year. 

Oil companies in the accompany- 
ing list show the concrete effects of 
a more stable price structure and 
the rise in volume that has resulted 
from the increased registration of 
motor vehicles and the greater use 
that is being made of road trans- 
portation. 

“Service” companies are doing 
better. They appear to have shak- 
en off at last the adverse effects of 
mounting costs and taxes on the 
one hand and lower rates on the 
other. Except for an unlikely re- 
newal of intense political persecu- 
tion, their gains should continue. 

Like the table in the previous 
issue, the present one shows that, 
although the most rapid progress 
may be evident in companies 
manufacturing durable goods and 
consumers’ durable goods, many 
consumers’ goods companies are 
participating in the recovery. The 
earnings of the drug companies, 
Sterling Products and United Drug 
were improved. Hazel-Atlas Glass 
without benefit of flat glass nor 
beer bottles, continues to demon- 
strate very substantial earning 
power, while Anchor Cap is evi- 
dently progressing. 

It must be admitted that on the 
whole even the most exacting can 
find little about which to complain 
in the latest reports of industry. 
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CROWN CORK & SEAL 





Larger Earnings Expected 


Company Adds Can and Bottle Mak- 


ing to Profitable Closure Business 


BY MUNROE E. MARSHALL, JR. 


a. open 2 bottle of beer or any popular soft drink, 
and the chances are that the top, which is promptly dis- 
carded without further thought, was made by Crown 
Cork & Seal. What of it? Plenty, if you happen to be 
industrially-minded, for this simple little closure, hardly 
larger than a 5-cent piece is the principal product of a 
$20,000,000 company. 

For nearly forty-five years Crown Cork & Seal has 
been making most of the bottle closures used in the 
United States, during which time, through consolida- 
tions and acquisitions, the company has never ceased 
growing with the result that today operations not only 
reach beyond the shores of this country but into new 
fields of manufacture, as well. The latter particularly 
have assumed such importance in shaping the com- 
pany’s prospects as to suggest that in another few years 
the company may be a vastly different one than it is 
at the present time. 

For many companies, the depression meant retrench- 
ment, economies and a general “holing in” throughout. 
Not so with Crown Cork, fortunate in the possession of 
a foresighted management endowed with the courage 
to plan for the time when the business skies would again 
be clear. A most ambitious program of expansion was 
decided upon some three years ago, which another six 
months will find largely completed. 

The first step in this program was taken in 1934, 
when additional buildings were constructed, new equip- 
ment installed and improvements made at the com- 
pany’s principal plant in Baltimore. Increased plant 
capacity was used to house machinery and equip- 
ment for the manufacture of metals used by the com- 
pany. The nature of this new equipment is noteworthy 





for the degree of self-sufficiency which it will create, 

The Aluminum Co. of America, and Crown Cork & 
Seal are the sole licensees to produce aluminum by 
Hazelett direct-rolling mill. This is a revolutionary 
process permitting aluminum sheets to be rolled from 
the liquid state in a single operation. Initial difficulties 
experienced in adapting the Hazelett process to alumi 
num appear to have been completely overcome by the 
engineering staff of Crown Cork and results now being 
obtained promise to greatly lower the company’s oper- 
ating costs. 

Bottle tops of the type manufactured by the com- 
pany are quite simple, consisting of an outer shell of 
tin plate, usually lithographed, into which an insertion 
of composition cork is fitted and over this is placed 
an aluminum “spot”. For this purpose, the company 
uses more than a million pounds of aluminum foil annv- 
ally—an almost unbelievably large quantity—and cost- 
ing about 48 cents a pound. It is expected that the 
direct-rolling process will enable the company to supply 
its own foil requirements at a much lower price and 
give it a surplus output for sale to other users. More- 
over, the company, according to reports, is planning 
to use scrap foil in the manufacture of toothpaste 
tubes, etc. 

In furtherance of its objective of self-sufficiency, 
Crown Cork will also engage in the direct-rolling of 
steel scrap accumulated in its manufacture of canning 
machinery, and formerly sold in the open market. This 
will enable the company to reduce its outside purchases 
of tin plate. Previously normal requirements of tin 
plate amounted to 1,500,000 base boxes annually, but 
with its recent entry into the manufacture of tin con- 
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‘tainers,-tin plate requirements will be tripled. While 
‘doubtless the company will utilize some portion of its 
steel output for tin plating, of greater significance is 
the possibility of developing aluminum plate to a point 
where it would entirely supplant tin plate in the manu- 
facture of cans and bottle tops. 

The company is equipped to plate aluminum by a 
proprietary process recently developed, of which it is 
reported to be the sole user in the United States. Should 
this process bear out its initial promise, it is not diffi- 
cult to envisage the advantages to be gained by Crown 
Cork & Seal. Chief of these would be an appreciable 
reduction in the manufacturing cost of metal containers 
and closures. Not only is the cost of aluminum less 
than half the cost of tin but it will plate nearly three 
times as much surface; it is cre- 





more and more accustomed to buying beer in tin cans. 

The company has backed its belief in an expanding 
market for tin containers by acquiring, earlier this year, 
the Acme Can Co., in Philadelphia, at a total cost of 
$650,000. In addition, upwards of $2,000,000 is being 
expended in enlarging the plant capacity of Acme Can 
and installing new machinery to the end that it will 
be a well rounded unit manufacturing general line 
cans, beer cans, packers’ sanitary cans and various 
types of plain and lithographed tin boxes, metal con- 
tainers and packages. 

Can-manufacturing facilities in the company’s Balti- 
more plant have also been enlarged and it has been 
reported that several other small independent manu- 
facturers of tin containers have been brought into the 
fold. Equipment has been in- 
stalled for the production of 








dited, with greater corrosion- 
resistant qualities than tin; and 
it is lighter in weight. Thus far 
the company’s activities in the 
field of aluminum plating have 
been largely experimental but 
results are understood to have 
been highly encouraging. 

While strengthening its posi- 
tion in its primary field, Crown 


Capitalization 
4% S. F. Bonds, due 1950... 


$2.25 Preferred Stock*....... 


Common Stock............ 


Earnings per Share Common 


Re eee 
Cork has also sought to enlarge vee 
its scope to embrace activities 1934. 
which heretofore had been left Se AT Aes 


to its principal customers. Since 
the advent of Repeal, there has 
been a great competitive to-do 


among manufacturers of con- Dividends on Common... 
tainers. Bottle makers have Price Range 

gone in for the manufacture of 1936—High............. 
tin cans; can companies are 1936—Low.............. 


making glass bottles; tin plate 
companies are making cans; and 
the manufacturers of composi- 
tion containers are trying to in- 
vade both fields. Not to be left 
behind, Crown Cork has made 


to June 30, 1937; 


recurring profits. 
ly payment, 50 cents. 








High Lights of Crown Cork 
& Seal 


TSE GET BOR)... .5. occ s cess 
1936 (1st 9 mos.)........ : 
1936 (Estimated)............. 


Recent Quotation........... 


* Attached warrants permit holders to purchase 
56,250 shares of common on the basis of 14 share of 
common for each share of preferred, at $55 a share. 
$60 a share to June 30, 1939; and 
$65 a share to June 30, 1941. 
i (a) Paid this year. 


steel barrels, the initial output 
of which is scheduled for the 
near future. 

Completing its program of in- 
tegration, Crown Cork has ob- 
tained options on certain patents 
and processes pertaining to the 
manufacture of glass containers. 
A plant unit for this purpose 


. $5,375,000 
225,000 shs. 
373,594 shs. 


a ee has been added to the Baltimore 

hanctats 1.51 ° ° . 
me properties, which is expected to 
_ an be in operation before the close 
2.90 of this year with a small initial 

4.54 output. 

8.004 It is apparent, however, that 
1.50(a) the present emphasis is being 
placed upon the development of 
rr |) the tin container business and 
bine 43% the company is counting heavily 
eae. 88 the success of new manufactur- 


ing technique to counteract the 
well entrenched competition of- 
fered by such established manu- 
facturers as American Can and 
Continental Can. The possibili- 


Tt Including non- 
Last quarter- 














ties of successfully developing 





provision for the production of 
both tin and glass containers. 
Offhand, the wisdom of the company’s choice of 
new fields might appear open to question in view of 
the aggressive competition which would inevitably be 
met. It is a safe assumption, however, that what is 
apparent to anyone, was also apparent to the manage- 
ment of Crown Cork and an expenditure of $3,000,000 
would hardly have been made unless there was a good 
opportunity for this investment to become a profitable 
one. The management has gone on record as being 
strongly of the opinion that the demand for tin con- 
tainers in the next several years will tax manufacturers’ 
producing capacity. Beer cans, for example, are ex- 
pected to show further substantial gains—at the ex- 
pense of bottled beer. About 65 per cent of the beer 
now being consumed is marketed in containers as com- 
pared with only 15 per cent in the years prior to Pro- 
hibition, and while canned beer accounts for only about 
15 per cent of the beer currently sold in containers, 
the probabilities are that this percentage will increase 
as the first novelty wears off and consumers become 
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an aluminum can are unques- 
tionably promising and are further enhanced by another 
new product, the “valve can.” Crown Cork is credited 
with the development of this new type of can which 
permits the introduction of steam after filling and 
sealing. Cooking of the contents, as a result, is accom- 
plished at a considerable savings in time. 

All of which leads to the very definite conclusion 
that Crown Cork & Seal is a progressive and foresighted 
organization—a company with the ability to create 
its own opportunities. These are qualifications which 
should appeal strongly to the investor, and particularly 
so in this instance, where they are supported by a 
favorable record of past performance. 

During the past decade, the company has shown a 
profit in every year with the single exception of 1932, 
at the nadir of the depression. In that year, however, 
the loss after fixed charges was only $21,332. Since 
then earnings have recovered rapidly and under the 
stimulus of Repeal attained a new high record in 1935. 
The record of last year, (Please turn to page 192) 
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Metals Dip—Temporarily 


Following a rise which carried it 
almost to the 11-cents-a-pound 
level, the price of copper abroad has 
dipped and is currently somewhat 
under the domestic price of 1014 
cents a pound. The decline has 
rather taken the wind out of the 
sails of those who were predicting 
another rise here. However, given 
a little time, the optimists seem 
certain to be proven right. The 
most recent decline appears to have 
been the result of an over-extended 
speculative position and in no way 
implies any deterioration in a funda- 
mentally sound situation. Through- 
out the world a further expansion in 
the demand for copper appears cer- 
tain; in our own country recovery, 
particularly automobile activity and 
the imminent building revival, make 
the copper outlook a bright one. 
All the evidence points to the wis- 
dom of the investor retaining his 
stake in the copper companies. 


* = * 


The silver boomlet which followed 
upon the return of the present Ad- 
ministration for another four years 
has collapsed. As was the case with 
copper, this too was brought about 
by the bursting of a speculative 
bubble. Unlike copper, however, 
silver rests upon no firm economic 
foundation; silver rests on the shift- 
ing sands of “bloc” politics. If the 
United States decides to “do more” 
for the metal, then the price will 
certainly rise, bringing additional 
unjustified benefits to producers. If 
the United States decides that it is 
playing the role of Santa Claus 
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For Profit and Income 


listens 


heavily enough, then silver, and the 
stocks of silver companies, will drift 
along much as they had been doing 
prior to the recent flurry. 


* * * 


The break in tin came on the un- 
expected announcement of another 
increase in export quotas. From the 
longer term standpoint, it is the 
soundest course always to increase 
production of an artificially restricted 
commodity whenever the price 
shows signs of running away. To 
use any restriction scheme to force 
the price uneconomically high has 
its obvious dangers. 


* * * 


New-Comers and New Names to 
the New York Stock Exchange 


Old-time followers of the ticker 
are finding it difficult these days to 
keep track of all the new symbols 
appearing on the tape. An ever- 
growing stream of new companies 
it seems are applying successfully 
for a New York Stock Exchange 
listing. A few of the new-comers 
to the “Big Board” include the fol- 
lowing: Central Foundry, a reor- 
ganization outgrowth of the old Uni- 
versal Pipe & Radiator Co.; McGraw 
Electric, a company doing very well 
with electric toasters and waffle- 
makers; Pacific Finance Co. of 
California, whose name adequately 
conveys the nature of its business; 
El Paso Natural Gas, whose 800 
miles of pipe, used for transporting 
gas from southeastern New Mex- 
ico to El Paso and vicinity, yielded 
a profit equivalent to $2.18 a share 
of common stock for the twelve 





J 





months to September 30; Black & 
Decker Manufacturing, whose prin- 
cipal line consists of portable elec- 
tric tools, much prized by the auto- 
mobile manufacturer; and the Crane 
Co., well-known maker of valves 
and plumbing apparatus. 

Not only is it proving difficult 
to keep track of companies newly 
listed on the New York Stock Ex- 
change, but so many old-timers are 
changing their names that they are 
often not recognized in their new 
guise. Within recent weeks, Gold 
Dust has become Hecker Products, 
General Asphalt has changed to the 
Barber Co., while International Ce- 
ment decided to adopt as a name 
its trade-mark, Lone Star, and so 
became the Lone Star Cement Corp. 


* * * 


The new Argentine 4%s will be 
on the market shortly, the heads of 
the underwriting group having been 
named. The new bonds represent 
the initial stages of a refunding 
operation which, before it is finally 
over, almost certainly will result in 
the entire Argentine dollar debt, 
now carrying 544% and 6% cou- 
pons, being financed at much lower 
cost. 


* * * 


Trade-Marked Foods Do Better 


In the initial stages of the present 
business recovery, the position of 
the trade-marked food companies 
was not a particularly enviable one. 
Raw material and processing costs 
rose materially, while competition 
and the public’s natural disinclina- 
tion to pay more than that to which 
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it had become accustomed made it 
impossible to maintain profit-mar- 
gins. More recently, however, in- 
creased purchasing power in the 
hands of consumers has lessened the 
resistence to higher prices and at 
the same time has made for an in- 
crease in volume. Recent reports 
show in concrete form the favorable 
effects of these developments. Gen- 
eral Foods reported a gross profit of 
$11,827,375 in the September quar- 
ter of the present year, compared 
with $10,418,757 in the same quarter 
of last year. The net was equiva- 
lent to 72 cents a share on the out- 
standing common stock, against 53 
cents a share in the preceding quar- 
ter and 55 cents a share in the Sep- 
tember quarter of 1935. A special 
meeting has been called for the pres- 
ent week at which, it is believed, 
consideration will be given to the 
payment of a dividend over and 
above the regular annual rate of 
$1.80 a share. Standard Brands 
also has been doing better, earnings 
for the third quarter of the present 
year being equivalent to 29 cents a 
share on the outstanding common 
stock, compared with 28 cents a 
share in the preceding quarter and 
with 25 cents a share in the third 
quarter of 1935. The common stock 
of Standard Brands, on a regular 
annual dividend basis of 80 cents a 
share, will receive an extra of 25 
cents on December 10. Although 
Beech-Nut Packing is more in chew- 
ing gum than trade-marked foods, 
it has many nationally-known prod- 
ucts which fall into the latter cate- 
gory. Earnings for the September 
quarter this year were equivalent to 
$1.80 a share of common, against 
$1.22 a share in the corresponding 
previous period. There are a num- 
ber of other companies in the pack- 
age food field that seem to be in 
step again with forward marching 
business. As yields here are gener- 
ally larger than those afforded by 
the majority of sound common 
stocks, it is a field that should be 
investigated by the investor seeking 
mneome. 


* * * 


Dividends Before the Year End 


We are now in the midst of the 
wave of extra, special and increased 
dividends that was anticipated some 
time ago. Under the law which im- 
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Among the Candidates for Larger 
Dividends 


Allied Chemical & Dye Hercules 
Allis-Chalmers Inland Steel 
Am. Brake Shoe & Foundry Johns-Manville 
Anaconda Wire & Cable Motor 
Borg-Warner Murray Corp. 
National Lead 
National Steel 
Ruberoid 
Sutherland Paper 


Powder 


Products 


Briggs Manufacturing 
Briggs & Stratton 
Caterpillar Tractor 
Cutler Hammer 
Texas Corp. 
Yale & Towne 


Du Pont de Nemours 


Gen'l Am. Transportation 





poses a tax on undistributed profits, 
dividends must be in the hands of 
stockholders before the end of the 
company’s fiscal year. Most fiscal 
years correspond to the calendar 
year and so there is a rush to make 
distribution before December 31. 
1936. The accompanying table con- 
tuins the names of a number of 
companies whose stockholders can 
still hope for favorable dividend 
treatment. 


* * * 
New Highs for the Amusements 


Motion picture stocks, Loew's. 
Paramount, Warner’ Bros. and 
Twentieth Century-Fox have been 
among the strong issues in recent 


markets. A great winter season is 
expected, mounting attendance and 
increased box-office receipts. Reve- 
nues, indeed, are likely to rise even 
faster than attendance, for box- 
office prices are not going to stand 
still with everything else going up. 
Loew’s is a candidate for larger’ 
dividends, Twentieth Century, hav- 
ing just paid an initial dividend of 
$1 should repeat, while in the event 
that improvement develops as ex- 
pected it should not be long before 
the other two think seriously about 
distributions on their respective 
preferreds. 
* * * 

Over the next month or so we 
shall be hearing from the meat pack- 
ers for the fiscal year to October 31. 
It is believed that results will be 
about on a par with the previous 
twelve months. However, with the 
price of meat headed upwards, and 
provided that it does not advance 
sufficiently fast to curtail consump- 
tion drastically, the packers ought 
te be able over coming months to 
dispose advantageously of their 
present relatively cheap inventories, 
which should find a temporary re- 
flection in earnings and a transitory 
spurt in their securities. 

* 

If, as is now expected, the auto- 

mobile industry succeeds in selling 
(Please turn to page 191) 





Pictures, Inc. 


Growing Attendance Boosts Movie Profits 








Understanding Today’s Market 


Fluctuations 


Recent Price Movements of Leading Issues Interpreted 


BY FREDERICK K. DODGE 


Warn the removal of uncertainty as to what people 
would do in the markets following the election, hesitancy 
in the making of commitments has given way to active 
buying of securities representing companies appearing 
to be in a position to benefit from New Deal policies. 
Underlying financial and industrial influences seem 
favorable to the majority of speculators and market 
sentiment has veered sharply toward issues of com- 
panies that possess large inventories of basic commodi- 
ties, that normally must carry large inventories because 
of the nature of their businesses, that do not have too 
large a proportion of labor costs in total production 
costs, and that are in line to benefit directly from ex- 
pected increases in public purchasing power to be 
brought about by announced plans for action on the 
part of the Administration. Greatest appreciation in 
prices in recent markets has occurred in the coppers, the 
oils, the rubbers, the merchandising issues, and numer- 
ous specialties subject to favorable developments. 
From the technical angle some interesting and signi- 
ficant changes in the character of the market have 
taken place. In the copper group, for example, the 
low-priced issues have been positively buoyant in market 
action, albeit, of course, most stocks in this important 
section of the market have been quite strong. Entirely 


aside from the fact that current and prospective higher 
prices for the red metal provide a real fundamental 
factor tending to enable these marginal producers to 
report substantial earnings gains, their market action 
indicates that speculators are becoming definitely more 
confident and are willing to go lower down the scale 
of caliber in the type of securities they buy. The low- 
priced coppers were laggards in the long rise in the 
industrial list that began after the April, 1936, readjust- 
ment. Leading issues such as American Metals, Ameri- 
can Smelting, Anaconda, International Nickel, Kenne- 
cott, and Phelps Dodge have been in an upward trend 
for many months; but Calumet & Hecla, Inspiration Con- 
solidated, and Miami did not exceed their April, 1936, 
highs until quite recently. There were indications some 
time ago that the technical position of the latter group 
had become stronger. The mere fact that they had 
been relatively inactive throughout the summer and 
early fall months at lower prices than obtained earlier 
in the year, was sufficient reason to suspect that the 
stocks had fallen into strong hands. Any turn of events 
calculated to direct favorable attention to them was 
quite likely to be reflected in some rather spectacular 
market action. 

The first clear signs of intensive accumulation for the 





Keeping Up With the Active Stocks 


Shares 
Outstand- _Divi- Recent Approx. 

ing dend Price Yield 
Commonwealth &So.................. 33,673,325 .... 3% 
Reine 0m. OF AM.. «5... nce ve ces 13,897,209 .... 11% Se 
Cotemet @ Blocle.................... 2,005,502 -50(1) 1334 3.2 
MN ins nou ansa~awnese de 14,529,324 mie 6% ant 
Anaconda Cop. Min.................. 8,674,338 -75(1) 49 1.4 
Warner Bros. Pictures.................. 3,701,091 17%, 
Paramount Pictures.................... 1,610,452 .... 191%, fae 
SIND wisest s vce snnpssnae 42,871,580 3.00(1) 7314 4.0 
Socony-Vacuum..................00- 31,151,075 -70(1) 16 4.2 
Consolidated Edison Co............... 11,476,527 2.25* 43% 6.1 
ATied Gloses Gomp... ... .. 5.0.2.5. s00e ok) 191%, 
SNE son nnn ccaecsennsonns 6,399,002 131%, 

(1) Paid or payable this year. * Including extras. d—Deficit. 


ended May 9. Ja12—12 months ended Jan. 12. 


se12—12 months ended Sept. 31. 
bdd—Before depreciation and depletion. 


Price Range 


Interim Earnings 
-—1935———. ——1936 


Annual Earnings 








1934 1935 1935 1936 High Low igh Low 
d0.05 0.01 d0.01se12 0.08se12 3 %, 514 2%, 
d0.10 d0.04 0.05je6 0.01je6 13% 4 141, 9% 
d0.47 0.33 bdd0.07je6 bdd0.51je6 6%, 2% 16% 6 
0.17 0.11 0.06se9 0.08se9 TY, 1% 9%, 5% 
0.22 1.29 0.60je6 0.67je6 30 8 55% 28 
d0.77ag12 0.07ag12 0.02my9  0.60my9 10%, 2%, 17% 9%, 
pie 0.79 0.83je6  dO0.43je6 12 8 2052 71% 
1.99 3.69 2.51se9 3.93se9 593%, 26% 77 53% 
0.77 0.72 re siete 15% 10% 1714 1214 
2.18 2.01 2.08se12 2.22se12 3434 15% 48Y% 27% 
d1.00ja12 0.05ja12 0.05ja12 0.30ja12 9 3% 20% 6%, 
0.32 0.90 0.33je6 O.52je6 14 5¥%e 191, 111 


je6—6 months ended June 30. my9—9 months 
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recent spurt in prices in Calumet & Hecla, Inspiration, 
and Miami, appeared in mid-October, 1936. Price fluc- 
tuations in the succeeding three weeks outlined the 
familiar triangle formations confirmed by concomitant 
gradual declines in volumes of transactions. Rapid 
appreciation in prices started in the two market sessions 
preceding the election on November 3, 1936, accom- 
panied by reports of record sales of copper in the 
domestic market and by higher prices for the commodity 
in the foreign field. Continued favorable developments 
in the industry materialized after election and the swift 
change in market sentiment toward the group has swept 
quotations upward with some wide gaps between open- 
ing and closing prices. More recently these stocks have 
leveled off and it remains to be seen whether or not 
further favorable industry developments or a recur- 
rence of inflationary psychology will carry them through 
to new highs immediately, or whether they must await 
a consolidation of recent gains before bettering the 
resistance levels now apparently being formed. 

Technical action in the oil stocks has been somewhat 
similar to that just described in the copper group. The 
smaller and lesser-known company securities have re- 
cently become the more active and their percentage 
appreciation has been greater than in the better-known 
stocks in the group. Such laggard issues as Barnsdall, 
Consolidated, Continental, Ohio, Phillips, and Pure Oil 
have recently joined the advance in the petroleum 
division of the list. 

Department store stocks have been particularly 
strong since Election Day. Here again the technical 
strength in the group became apparent immediately 
prior to the event that set in motion the swing in senti- 
ment from certain sections of the market to others 
supposed to be in line to benefit from the policies of 
the Administration, particularly in the matter of in- 
creasing purchasing power in the hands of the public. 
In the case of Allied Stores, recently one of the most 
active stocks on the list, for three weeks prior to the 
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election its price movements formed a line. In other 
words, it merely fluctuated within well-defined upper 
and lower limits. As it did so, turnover in the stock, 
high at the beginning of the “line,” gradually declined 
during the progress of the formation. On the day fol- 
lowing the end of the bitterly fought political campaign, 
the price of Allied Stores shot upward through the 
upper limits of its line formation on sharply higher 
volumes of transactions, overcoming quickly resistance 
levels set up just previously. Similar market action has 
characterized the market action of other department 
store stocks, such as Associated Dry Goods, Arnold 
Constable, Federated Department Stores, Gimbel Bros., 
R. H. Macy, Marshall Field and National Department 
Stores. In all of these issues technical indications are 
clearly defined and the use of graphs as an aid to specu- 
lation in this group, which is facing its normal period 
of seasonal gain in volumes of business, is most helpful. 

Accompanying this article there is presented a graph 
of the daily price and volume changes in Industrial 
Rayon. This issue represents a leading company in an 
industry that has shown rapid growth in volumes of 
output over a period of years, and that is currently 
spending large sums of money on research and the 
expansion of capacities for greater demands expected in 
the future. Products are finding increasing use in the 
textile trade and it is reasonable to suppose that the 
capital stock of such a company as Industrial Rayon 
provides a good vehicle for speculation in this forward- 
looking field of business. 

The capitalization of Industrial Rayon is simple, con- 
sisting of 606,500 shares of capital stock outstanding, 
with no preferred issues and no funded debt. It is pos- 
sible, however, that in the near future the company 
will issue a moderate amount of additional stock in 
order to finance in part new plants now being erected. 
With the relatively small number of shares outstanding 
in the hands of the public, changes in the fortunes of 
the company are likely to (Please turn to page 194) 
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THE BUSINESS ANALYST 





aking the Pulse of Business 


: recession in per capita Busi- 
ness Activity, from a recovery high 
of 97.5% reached during the week 
ended September 19th down to 
90.1% of normal during the closing 
week of October, has apparently 
burned itself out. In consequence 
of this temporary setback, however, 
the amount of new wealth created 
in October, though 25% greater 
than for the corresponding month a 
year ago, dropped to 92% of nor- 
mal, compared with 94.9% in Sep- 
tember. Since a major portion of 
this pre-election business reaction 
was attributable to delays in 


— Business Advance Resumed 
— Trade Outlook Bright 
— Motor Volume Spurts 


— Strong Steel Demand 


while year-end wage increases and 
dividend extras place the where- 
withal at their disposal. Such en- 
thusiasm is bound to infect a con- 
siderable portion of the three- 
cighths who were at first disap- 
pointed by the election; so that 


regardless of political dissatisfaction 
among conservative industrialists, 
Of course a majority of people will 
again credit the present Administra- 
tion for the coming boom which, 
perhaps, might be even more sper- 
tacular had the Republicans won. 
The fact is that prosperity generates 
its own fuel. Expanding employ- 
ment makes bigger payrolls and ris- 
ing purchasing power. Growing 
business volume creates credit infla- 
tion and mounting profits. Payroll 
expansion conspires with credit in- 
flation to promote rising prices 

which, in turn, call for yet 








bringing out next year’s motor 
car models, combined with a 
natural reluctance to initiate | 
new undertakings on the eve of | 
a bitterly contested political | 
battle, it is logical to assume | 
that the forward march will 
promptly be resumed now that 
both of these disturbing influ- 
ences have been removed. 

But prospects for further 
business improvement rest upon 
considerations more definitely 
constructive than the mere elimi- 
nation of a few temporary ob- 
structions. According to the 
popular vote, five out of eight 
people in the United States are | 
jubilant over the election re- | 
turns. They voted for the con- | 
tinuance in office of an Ad- 
ministration which, rightly or 
wrongly, they credit with hav- 
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ing brought the country up from 


higher wages and more banking 
credit. And so the spiral of 
prosperity mounts until its head 
crashes against the ceiling of 
tight money, which, for the pres- 
ent business cycle, has _ been 
lifted to dizzy heights through 
an enormous increase in_ the 
world’s stock of monetary gold 

The election decision here has 
met with almost unanimous ap- 
proval by foreign nations who 
see in President Roosevelt’s re- 
newed lease of power a continua- 
tion of cheap money, non-inter- 
ference in foreign quarrels, and 
extension of Secretary Hull’s 
reciprocal trade pacts. In con- 
sequence there has been such an 
avalanche of orders from abroad 
for our stocks and bonds that 
stabilization funds have _ been 
powerless, or perhaps unwilling, 
to avert further declines in ster- 








the depths of the worst depres- 

sion in history to within speaking 
distance of normal conditions again. 
Five-eighths of the population thus 
believes that we are entering upon 
four years of diminishing unemploy- 
ment, rising wages and expanding 
business profits. They are in the 
mood to buy things long wanted, 
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merchants throughout the country 
are now expecting a tidal wave of 
Christmas buying. 

There is no tonic so potent as ex- 
panding sales for building up busi- 
ness confidence; and a heavy de- 
mand for consumers’ goods will 
accelerate orders for capital goods, 


ling and former gold bloc cur- 
rencies. 

Metals and _ other industrial 
staples, along with the securities of 
corporations which produce or deal 
in them, have been buoyant since 
our last issue because of a belief by 
both foreign and domestic buyers 
that a second term for President 
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Roosevelt enhances the probability 
vf inflation. If “inflation” means 
merely expanding business activity 
with rising prices, as it does to the 
average man in the street, this was 
in the cards whoever was elected. 
\rmament demands abroad, coupled 
with expanding world trade, alone 
sifice to account of soaring metal, 
ubber and agricultural prices, un- 
checked by any shortage of banking 
credit. But, so far as the United 
States is concerned, there appears 
ty be little likelihood of witnessing 
the sort of inflation that springs 
fom an indefinite prolongation of 
deficit financing on the part of our 
national Government. With ex- 
panding prosperity at home the cost 
of aid to the unemployed will taper 
off the while tax receipts rise. Be- 
<inning with next year, moreover, 
large sums from the Social Security 
taxes will pour into the Treasury’s 
general fund, and such receipts can 
be used to reduce the Government’s 
borrowing; since disbursements for 
insurance will not have to be made 
for several years. 


The Trend of Major Industries 





STEEL—A seasonal falling off in 
demand for structural steel together 
with belated recessions in tin plate 
mill activity, have been about offset 
ly an improving demand for rails, 
equipment and automobile steel, so 
that mills have been able to hold 
operations steady at 74% to 75% of 
capacity. In some instances a 
higher rate of operation has been 
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prevented by shortages in coke and 
pig iron—the price for the latter 
having recently been advanced by 
$1 a ton in Eastern territory. 
Wage increases averaging 10%, 
which became effective on Novem- 
her 16 may add around $3 a 
ton to production costs at the pres- 
ent rate of activity. This will ne- 
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cessitate advances of $2 to $3 
in prices on finished and semi-fin- 
ished products; but it is expected in 
the trade that announcement of new 
price schedules will be delayed as 
long as practicable in order to de- 
rive a maximum benefit during the 
first quarter of next year from the 
higher price level. Even so, it is 
doubted if prices can be advanced 
far enough at the present time to 
entirely compensate for higher 
wages; and some authorities there- 
fore believe that the industry as a 
whole may not earn quite so much 
during the current quarter and dur- 
ing the first quarter of next year 
as during the third quarter just 
closed. 


CONSTRUCTION — Residential 
contracts awarded during October 
in 37 States East of the Rockies 
were only 45% greater in dollar 
totals than for the corresponding 
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period a year ago, compared with a 
cumulative increase of 69% for the 
first 10 months. All other construc- 
tion awards for October, owing to 
tapering off of Government projects, 
gained but 1% over last year, 
against a ten months’ improvement 
of 78%. 





PETROLEUM—Statistically the 
oil industry remains in strong posi- 
tion. Crude output is declining sea- 
sonally, motor fuel stocks are not 
unwieldy considering increased con- 
sumption, and prices are steady. 
With crude inventories down to the 
lowest level in 15 years, talk is even 
being revived of a possible price ad- 
vance next year. This would bene- 
fit producers of crude, but might 
narrow the profit margin for re- 
finers; since it would not be easy to 
advance gasoline prices proportion- 
ately. Since the revenue laws allow 
oil companies relatively heavy de- 
ductions for depletion and intangible 


development costs, extra dividends 
declared by the industry this year- 
end will probably not be so large as 
in other lines of activity. 


RAILS—In September, the third 
month under reduced fares, Eastern 
railroads reported an increase of 
16.4% in passenger revenue over 
September, 1935, compared with a 
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14.3% gain during August. For 
nine months net railway operating 
income from passengers and freight 
yielded an annual return of 2.30% 
or property investment, against 
1.70% last year and 3.44% for the 
first nine months of 1930. Eastern 
roads have recently been granted 
permission by the I. C. C. to insti- 
tute a broadly expanded pick-up and 
delivery service on less than car-lot 
freight shipments in an endeavor to 
halt diversion of this traffic to 
trucks; though motor trucking in- 
terests are preparing to obstruct 
this innovation through court in- 
junctions. Class I carriers are also 
moving to reduce costs by adopting 
co-ordination projects recommended 
by Co-ordinator Eastman and made 
possible by the dismissal compensa- 
tion agreement reached with rail- 
road labor last Spring. In spite of 
all these encouraging developments, 
however, railroad shares have not 
participated in the post-election rise, 
owing partly to inflation possibili- 
ties, and partly to demands of rail- 
road employees for a 30-hour week 
without pay cuts which, if author- 
ized by Congress, would add an esti- 
mated increase of $366,000,000 to 
the annual operating expenses of 
Class I carriers. 


METALS—With European arm- 
ament demand forcing the price of 
foreign copper up to near Ile, 
domestic producers have had to ad- 
vance the price to 10%c. Mean- 
while the foreign cartel has ordered 
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an immediate increase in produc- 
tion to 105% of standard tonnages. 
As present capacity is estimated at 
around 125% of standard tonnages, 
a few more such increases would find 
Europe short of copper, and so lead 
to a runaway market. Further ad- 
vances have been announced in 
domestic lead and zinc prices since 
our last issue, while speculative en- 
thusiasm has also begun to spread 
to silver. Excluding Russia, world 
gold production this year is expected 
to reach 28,232,000 fine ounces, the 
highest on record and 13% ahead 
of last year. 


AUTOMOBILES — With Ford 
now back in production, automobile 
assemblies are expected to reach 
100.000 weekly. If new models are 
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well received at the automobile 
show, and if winter weather does 
not interfere with sales too seri- 
ously, manufacturers plan to main- 
tain production at approximately 
this uniform level instead of slowing 
down the output as 


ACCESSORIES—Profits of 14 
leading automobile accessory com- 
panies for the third quarter gained 
70% over the corresponding three 
months of 1935, and prospects for 
the final quarter are so bright that 
a few companies expect 1936 earn- 
ings to be the best ever enjoyed. 


MERCHANDISING — Chain 
store executives are rejoicing over 
the defeat in California, by popular 
referendum on Election Day, of a 
proposal to levy punitive taxes on 
chains operating in that State. The 
legislatures of 20 States have already 
enacted laws taxing chain stores; 
but California is the first State to 
ask voters to pass upon such a pro- 
posal. Another cheering bit of news 
was the recent Supreme Court de- 
cision declaring to be invalid the 
Iowa chain store tax as applied to 
the Great Atlantic and Pacific Tea 
Co. Reflecting the rising prosperity 
of farming areas, Montgomery 
Ward’s sales set a new high record 
for October and registered a yearly 
increase of 26.6%. In many sections 
of the country, merchants are ex- 
pecting the biggest Christmas trade 
on record. 


UTILITIES—The defeat by vot- 
ers in Washington and Oregon of 
proposals to put those States into 
the power business, suggests that 
political animosity toward the util- 
ities is waning. Orders for electrical 


goods during the third quarter were 
32% ahead of the corresponding 


period last year. In October the 
Bell System gained the largest num- 
ber of stations for any like month in 
its history, showing a rise of 80% 
over October, 1935, and making a 
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cumulative increase of 100% for 10 
months. 


SUGAR—Sugar shares _ have 
strengthened some since our last 
issue under the belief that Presi- 
dent Roosevelt’s re-election insures 
the maintenance of present reduced 
tariffs on Cuban imports, and hence 
fair profits for producers in that 
Island. Weather permitting, larger 
fruit crops next year should also in- 
crease the demand for canning pur- 
poses. Consumption of sugar in 13 
principal European countries during 
the crop year ended August 31, 1936, 
was 4% heavier than for the previ- 
ous crop year. Domestic refiners 
have recently restored most of the 

recent price cut in re- 







































































they did last year fined sugar, and are 
with a consequent accepting a year’s ad- 
shortage of cars for we “ eo or sae i Ie: a vance orders around 
Spring delivery. 160 160 current levels from a 
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ne a » eeeee...............-. 100.2 87.2 94.7 97.0 95.5 (b) (tons) ........ a4 MNS 86 
ee a ne 76.2 61.0 66.1 66.2 68.5 Pig Iron Production (b) (tons). 2,992 2,730 1,978 
282.8 219.7 4 Variety Stores............ 355.0 232.5 318.1 343.0 355.0H Operating Rate, % Capacity. 74.5§ 74.5 54.0 
H—New HIGH record since 1931. h—New HIGH this year. Auto Production........... 135,130Se 271,291Ag 87,540 
Bldg. Contract Awards (d)*.. 225,839 234,271 200,595 
Cement Shipments*(bblis).... 12,5645e 12,560Ag 7,173 
Residential Bldg. (d)* ..... 79,736 80,670 55,100 
DAILY INDEXES OF SECURITIES Coal Production (tons) Bit.... 42,935 37,200 37,664 
N. Y. N. Y. Times Cotton Consumption (bales)* . 646 630 553 
Times Dow-Jones Avgs. ———50 Stocks——. —_— Tool Orders, '26— 
40 Bonds 30 Indus. 20 Rails High Low Sales 100%... .-. eee eee eens 136.5 118.5 102.9 
Monday, November2.... 89.51 176.67 58.15 139.53 137.24 1,606,410 | 
Tuesday, November 3..... HOLIDAY—-EXCHANGE CLOSED | Latest Previous Year 
Wednesday, November 4.. 89.50 180.66 58.27 140.66 138.21 3,294,310 | Week Week Ago 
Thursday, November 5.... 89.73 182.25 58.74 142.28 140.25 3,620,790 Oil Prod., daily aver. (bbls.)* 2,973 3,043 2,802 
Friday, November 6 ..... 89.71 181.63 58.08 142.95 140.95 2,717,010 Stocks of Gasoline and Fuel 
Saturday, November 7.... 89.81 183.38 57.92 142.63 141.37 1,745,280 Oil* (bbls.) ............ 112,924 112,958 109,694 
Elec. Pwr. Output (kwh)t.... 2,169 2,175 1,913 
Monday, November 9.... 89.83 183.65 58.60 144.11 141.90 3,139,080 
Tuesday, November 10.... 89.94 184.01 58.30 144.44 142.49 2,704,420 es peeks y 
ies atest revious ear 
Wednesday, November 11. HOLIDAY. EXCHANGE CLOSED TRANSPORTATION Week eek Ago 
Thursday, November 12... 89.83 183.15 57.46 144.18 141.58 2,581,910 GME 5 ios osacka 759 814 654 
on 20 a oe 182.24 56.43 142.58 140.55 2,482,270 | hiiienen Maat... .. 309 335 265 
urday, November -«« GOAT 181.45 56.02 140.97 139.84 1,154,330 Merchandise, 4 169 171 165 
| 
TRADE Oct Sept. Year Ago 
STOCK MARKET VOLUME Dept. Store Sales '23-25— 
Week Ended Nov. 14 Week Ended Nov. 7 Week Ended O | ocr ee al be vu oe 
ee poe Pe ov. ee fe aa eek Ende : et. 31 | Mail Order Sales*........- 94,655 83,745 72,957 
,062,010 983, 8,540,980 | Merchandise Imports*....... 215,525Se 195,016 4g9161,647 
Total Transactions Same Date Same Date Merchandise Exports*®...... 219,967Se 178,249Ag198,803 
Year to Nov. 14 1935 1934 | Business Failures (F)......... 611 586 1,056 
422,034,130 306,757,215 290,669,017 | 
= | EMPLOYMENT Se 
| pt. August Year Ago 
F a aun 1. comcited we ey co) 1200 oe - (te ne my | Factory (G). 6260s ese s eee 88.9 88.9 81.9 
. W. Dodge— tates. —Dun & Bradstreet. — . Labor Bureau ‘23-25 - 100. tri ’ 4 a i 
*—000 omitted. t—000,000 omitted. *- Iron Age Composite. §—Week ended Nov. 10. | Denil eet hamauiee GS nico — poe 
As—August. Se—September. Oc—October. | Consumers Goods (G)....... 101.2 98.8 97.1 
Factory Payrolls.(G)........ 81.0 81.1 71.7 
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The Personal Service Department of THe Macazine or WaAuL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Seaboard Oil Co. of Delaware 


Why have Seaboard Oil shares failed to 
aully more in view of recent encouraging re- 
ports? Can you give me any information on 
this company? I have 100 shares bought at 
25%4—A. D. B., Los Angeles, Calif. 


The failure of Seaboard Oil shares 
to register any pronounced advance 
in the market recently is probably 
due principally to the fact that earn- 
ings have varied but little thus 
far this year. Thus, the report 
covering the quarter ended Sept. 30, 
1936, revealed a profit of $611,068, 
equal to 49 cents a share on the capi- 
tal stock, against $614,082, or ap- 
proximately the same amount per 
share in the preceding quarter. 
Compared with the September 
quarter of 1935, however, earnings 
have improved moderately, and 
there is reason to believe that very 
worth while gains in net will be wit- 
nessed if basic conditions in the in- 
dustry continue the improvement 
now in evidence. Crude prices are 
the principal profit determinant of 
the company since it confines its 
activities solely to the production 
end of the business. There has been 
but little variation in the company’s 
production due to effective prora- 
tion measures now in force. If con- 
sumption continues at its present 
rate, however, existing restrictions 
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will probably have to be eased. As- 
suming that the crude oil price 
structure would be maintained or 
possibly bettered, such a move 
would allow the subject company 
to show marked improvement in re- 
sults. With the present $1 annual 
dividend rate well below indicated 
current earning power, an extra pay- 
ment before the end of the year 
seems likely in order that the com- 
pany may avoid the tax on undis- 
tributed net income. Under the cir- 
cumstances, retention of your hold- 
ings with a view to better market 
quotations later on is counselled. 





Commercial Solvents Corp. 


Last year I bought 100 shares of Com- 
mercial Solvents at 20. It seems to me that 
current earnings do not show much progress 
over last year, and I would like to know if 
you look for any early betterment—if you 
are counselling the purchase or retention of 
this stock—W. A. R., Des Moines, Iowa. 


Due largely to the extreme com- 
petitive situation existing in the 
commercial alcohol field, the price 
structure for solvents has left much 


Qnauini 


to be desired and this is largely re- 
sponsible for the failure of Commer. 
cial Solvents Corp. to register 
worthwhile earnings recovery dur- 
ing recent years. Thus, whereas 
most industrial concerns registered 
sharp gains, earnings of Commercial 
Solvents Corp. ranged from a low of 
51 cents a share in 1932 to approxi- 
mately 88 cents a share in 1933 and 
1934 and $1.02 in 1935. The report 
of the company for the nine months 
ended September 30, 1936, revealed 
a profit equal to 63 cents a share, 
against 61 cents a share in the like 
interval of 1935. There is some 
basis for the belief that better re- 
sults will be witnessed next year. 
Butyl alcohol and its derivatives 
represent principal profit determin- 
ants of the company and since these 
items are finding many new applica- 
tions throughout industry, volume 
of business is expected to register 
improvement in line with further 
general business recovery. The 
automobile, paper, rubber, textile 
and furniture trades, constitute 
leading consumers of solvents and 
the outlook generally for these lines 
is favorable. A new type of auto- 
mobile finish was introduced on a 
number of leading cars last year 
which did not employ solvents of 
the type produced by the subject 
organization. It was felt by some 
that this finish might make serious 
inroads into the company’s business, 
but it is now generally conceded that 
both types of finish have their place. 
The indicated wider use of color 
lacquers, which necessitate the em- 
ployment of butanol is of favorable 
significance to the company. Finan- 
cial condition is satisfactory and 
there would seem to be little ques- 


(Please turn to page 184) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 


When doing husiness with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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The 1937 Boom 


—How to Profit From It 


By A. T. Miller, Technical Market Authority 


A new book,—flexible cover,—clearly and simply presented in easy-to-read type,— 
illustrated with examples and tables,—giving you quickly a clear picture of the three 
phases since 1932—progressing into the fourth phase,—the great industrial expan- 


sion period just ahead. 


fnancial position and market sponsorship. 


effect of SEC regulations, etc. 


Introduction—The Market Since 1932 


—The First Three Phases 
—The Fourth Phase—Now at Hand 


Chapter I—The Coming Era of Industrial 
Expansion 
—“Prince and Pauper” Industries 
—Heavy Goods Industries 
—The Dynamic Industries 
—The Newer Industries 


Chapter II—Comparisons Between Industries 
—Capital Goods and Dynamic Industries Compared 
with Consumption Goods Industries 
—Which Offer the Greatest Possibilities of Apprecia- 
tion in 1937 
Chapter 11]—Industrials vs. Rails and Utilities 
—Free Initiative Industries 
—Governmental Regulated Industries 
Chapter IV—Price Earnings Ratio 
—Profit Margins —Leverage 


Chapter V—The Bullish Credit Factors 


—Continued Government Spending 
—Vast Money Base 
—Expansion of Bank Deposits 


—Pay Point 


This book will not be a theoretical treatise but a practical guide. 
buy into,—how to select the best securities from the standpoints of management, business prospects, 


The contents of this book have never before been published either in 
THE MAGAZINE OF WALL STREET or in any other publication. 


It will tell you what industries to 


From a stock market angle, it will explain timing in buying and selling,—the importance of considering 
volume in indicating a buying point—with timely illustrations.—the aspect of the thin market,—the 


With the re-election of the Roosevelt Administration for four more years this book will be an invaluable 
aid as it is based on the lessons of the last four. Every point is clearly made so that you can apply them 
to your own investing,—just as our expert analysts do. 
CONTENTS 

Chapter V—The Bullish Credit Factors—(Cont.) 


—Velocity of Bank Money 

—Effect of Refunding 

—-Increase in New Capital Financing 
—Cheap Money 


Chapter VI—-Effects of Government Regulation 


—Labor and Business Legislation 

—The New N R A? 

—Financial Regulation Through S E C 
—Thinner Markets? 

—Credit Policy of Federal Reserve Board 
—Taxation 

—Reserve Board Margin Policy 


Chapter VII—Effect of European Developments 


on the Market 


—Gigantic Foreign Stake in American Securities 
—If Withdrawn—When? 

—Flight of Foreign Currencies 

—Further Depreciation 

—Influence of War on International Currency 


Chapter VIII—Possibility of Inflation 


—Gradual Rise 

—Accelerated Commodity Increase 
—Outlook for Bonds and Preferred Stocks 
—Best Hedge 


Chapter IX—Wisest Investment Policy for 1937 
—What to Buy—What to Hold—What to Sell 


Special Offer on Next Page Brings You 
This Important New Book — FREE! 
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This Year Give— | 
The Magazine of Wall Street 


=-The Ideal Gift 


—For Yourself, Father, Son, Friend or Business Associate 


The gift that lasts forever, and can never be taken away, is knowledge and superior judgment. It is the 
key to success and happiness. It is essential to real progress in 1937. 


No Christmas Gift you give this year can be of more practical value, or compliment the recipient more 
than THE Macazine or WALL Street. It will indicate that you have faith in his ability to ‘get ahead’ 
—and twenty-six times throughout the coming year he will be reminded of your thoughtfulness. He will 
read it with satisfaction—at first because he will gain an insight into the nation’s business that he never 
believed he could secure so easily. He will continue reading it because he will speedily realize he can 
acquire more practical information from its pages than from any reading 
he ever did before. 


Give The Magazine of Wall Street to— 


Your Valuable Business Contacts—who will appreciate your interest 
in their progress. 


Your Executives and Employees—who can use the knowledge gained 
not only in developing themselves, but in doing a better job for you. 


Your Son—Your Daughter—who are making their own way—because 
it will make them more capable and prepare them for the business of ¥ 
practical life. " @'@ 


. antype ‘ : A Subscriber’s 
Yourself—since it will serve you in a thousand ways,—because each issue - 





contains ideas and suggestions that you can adapt in your own business, 
—because as an investment guide alone it yields excellent returns out of 
all proportion to its moderate cost. 


Christmas Suggestion 


“I have decided to give my friends 
the best Christmas gift possible— 


an annual subscription to you 
Magazine. Regardless of their f:- 
nancial position they will find it an 
instructive investment guide and 
business essential.” 


R.S.G., Des Moines, Ia. 


2 Gifts 


--———~— ——— — Mail This Christmas Gift Order Today __-_-_-- | THE Macazine or WALL 
STREET for a full year. $7.50 


-This Offer Is Made for 10 Days Only 


Mail the coupon below with your remittance today. Your subscription 
will start with our Christmas Number. It will include our important new 
book “THE 1937 BOOM”—and Confidential Inquiry Privileges. Note: 
You can send The Magazine of Wall Street as a gift to one friend—and 
the book to another—or to yourself. 


The Magazine of Wall Street, 90 Broad Street, New York 
Important New Book 


(1) I enclose $7.50 for 1 year of THE Macazine oF WALL Street including— “THE 1937 BOOM”... .free 
1. The Magazine of Wall Street 1 year. 


| 

| 

| 

| 
2. Your New Book “THE 1937 BOOM” free. | Confidential Inquiry 

| 

| 

I 

I 


3. Confidential Inquiry Privileges free. Privileges 


ERC L eC Ur ates ce cs soe sch agsnmahtadsi ns dkde tise hile dua ude 
geome For $7.50 
IN 6 Ui adds ca edessccsaceteteltitccte tae te ete te | The Price of One 
RET ATES EL INCAS eR | 


| See book described on 


| reverse side 


0 Cheek here if you want us te send Gift Card. 
Foreign Postage $1 a Year Additional 
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Concise and definite advice — fol- 
lowed through to completion. Trans- 
mitted in Private Code, our wires 
rarely exceed 10 words. (* Less 
dividends. ) 


Sold 


HESE two telegrams could have been worth hundreds 

of dollars to you. They illustrate how our service 
is conducted—how we definitely advise what and when 
to buy and when to sell. Our analysts are always alert 
to recommend those stocks offering quick and sustantial 
profits to our subscribers. 


25 points short-term profits were taken from November 
Ito 15 on 20th Century-Fox, General Cable and Deere & 
Company with 3¢ point loss on National Power & Light. 
Our open position in our three active departments shows 
aratio of 13 points profit to every point loss. 


Place your enrollment to the Forecast now and take 





90 BROAD STREET 


d 





Send me collect telegrams on all r 
Code Book has had time to reach you.) 








Your Enrollment Will Start at Once But Date from January 1, 1937. 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB. 


I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. 
less of the telegrams I select I will receive the complete service by mail. 


hecked below. 


TRADING Short-term recommendations following important intermediate market movements. Three 
or four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60% margin. 
UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two or three wires 
a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
OPPORTUNITIES of all recommendations on over 60% margin. 
BARGAIN Dividend-paying stocks of investment rating, with exceptional price appreciation 
prospects. One or two wires a month. Three to five stocks carried at a time. $1,500 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
| DPN Te ST ee Cee ee aT RIC ee ee Ie CAPITAL OR EQUITY AVAILABLE .........cccccccsccccccccscscece 
ce tec g HEE EI EON SO OLE ERE ITER CR CLE ORT CETL EEE ETRE ET CE EEE CRE TATE re re ae 
Se EE EE UR RE ee SEE ee ee ORT LETTER ee Te ree eer Se eer re ee ee ee ee ee ae Nov. 21 


Include a Complete List of Your Present Securities for Our Analyses and Recommendations 








at 37%! 


advantage of the outstanding opportunities that will 
develop over the balance of this year and during 1937. 
Put our corps of market specialists to work for you.. 
let them uncover profitable situations, analyze conditions, 
weigh the possibilities and—once a recommendation is 
made—study daily the action of the security until the 
time comes to close it out. 


Only 15 points profit on even a 10-share basis will more 
than cover the cost of our service for a full year. This 
profit may readily result from our first recommendations 
to you. In order to participate in our current advices and 
new stocks to be selected, mail the coupon below with 
your remittance—today. 





NEW YORK, N. Y. 


I understand that regard- 
($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘Booklet M,’’ giving trading re- 
quirements and other information. 


J. A. Acosta & Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 











— ATT Ac 


A CHEAP STOCK 
FOR LARGE PROFIT 


When HOUDAILLE HERSHEY “B” was 
selling at 6%, we advised its purchase as 
“one of the most attractive low-priced specu- 
lations in the entire list.” In less than a year 
it sold above thirty. This demonstrates the 
unusual profit possibilities in some of the 
lower-priced stocks. 

We have selected another issue which, in 
some respects, is more attractive than HOU- 
DAILLE-HERSHEY. It is a stock in which 
you might, in the months ahead, secure greater- 
than-normal profit. It is listed on the New 
York Stock Exchange. It will, we believe, sell 
much higher. Now, however, it may be bought 
at a very reasonable figure. 


The name of this stock will be sent to you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.” No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 253, Chimes Bldg., Syracuse, N. Y. 














Complete Investment 


and 


Brokerage Service | 


Leaflet explaining Margin re- | 
quirements sent on request. 


MSCLAVE & CO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 











BRANCH OFFICE 
| 254 Park Ave. at 46th St., N. Y. 

















‘Odd Lots—100 Share Lots 


Rooblet MW. 801 upon request 


John Muir&.E 


notablishea 1898 
wtembers New York Stock Exchange 
39 Broadway New York 
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New York Stoek Exchange 



























e 
Rails 
1934 1935 1936 Last Div'd 
on si “ Sale $ Per 
A High Low High Low High Low 11/10/36 Share 
EEG 6 date bodes 0a 8 eS 13%, 45% 60 35%, 88) 59 ny 12.00 
PMaS Gontt 1406 «..00c cscccccccns 54%, 241% 37% 1914 445, 215 43%, Ke 
B 
Baltimore & Ohio..................- 341 123%, 18 Tip 26% 15% 231% gi 
Brooklyn-Manhattan Transit........... 447, 28%, 46%, 3614 58, 401% 57% 4.00 
Cc 
EC ins sacswh oes scenes 18) 10% 133%, 85 16 10% 144%, 4 
Chesapeake & Ohio................. 48°52 391% 53% 37%; 17% 51 764 2.80 
C. M. & St. Paul & Pacific............ 8% 2 3 % 2% 1% 1% iY 
Chicago & Northwestern.............. 15 314 556 1 4%, 2% 312 
D 
Delaware & Hudson................. 73) 35 43% 231% 543%, 363%, 49/0 
Delaware, Lack. & West............... 333% 14 1914 11 2314 1444 193, 
E 
0 SES See errr 244 9% 14 7% 18% 11 16% 
G 
ee 321, 121, 35% 9%, 4672 321%, 421/, 
H 
Hudson & Manhattan................ 121, 4 5% 2%, 5% 3% 5 
I 
EE no ob aise ess soe 38% 135 221, 91 291 185 pti 
Interborough Rapid Transit............ 1712 5% 23 83, 18% 1112 13 
K 
Kansas City Southern................. 19%, 672 1414 3% 26 13 191% 
sL 
Peer rere 2114 912 111 5 4 2 3% ‘nie 
Louisvi‘le & Nashville............... 6214 37% 645, 34 102% 5714 98%, 14.50 
M 
Mo., Kansas & Texas................+ 142 4 6% 2 9% 5% Ty 
SO ae eer 11% 3 1 4 aie 2h 
N 
ke 45% 183% 29%, 121%, 4972 273% 45% 
N. Y., Chicago & St. Louis........... 26%, 9 19 6 53% 17%, 44 
NY. 0 808 Hafod. ............ 241, 6 81, 25/2 52 3 4 
N. Y., Ontario & Western............ 115% 4 6% 27/2 7% 4 5% 
Northern Pacific.................0-5 3614 1414 25% 131 3634 23% 281%, 
P 
(SE Pa eye 391% 20%, 32% 17% 45 284%, 43%, 11.00 
ee Serre 38 12 3414 9%, ae ee neces ae 
Pittsburgh & W. Va.............---- 27 10 25 6% 41% 21 371% 
R 
NS ccc kovsnednabneabe'ann<e 6 563%, 351%, 431% 29% 503, 3514 47'h 2.00 
St. Louis-San Francisco..............- 4 11 2 % 352 1% 17 
Dedham Mdilie.-..--.......c0000000 +) ay) ae a et? 
ee, eae 3614 1114 1614 51%, 25%, 123, 23%, 
T 
RT OTT eT eT CT eee 43% 1314 2814 14 49 28 4a 
U 
DRUG. cc sskiwisessskaa senses 133% 90 11112 82%, 1493, 108% 138 6.00 
Ww 
Western Maryland ss SM 11% 1014, 51% 121, o% 10 
Se rr 81 2% 3% 114 4 1% 2 
A 
Industrials and Miscellaneous 
1 1935 1936 Last Div'd 
si A Sale $ Per 
A High Low High Low High Low 11/10/36 Share 
En ahah che ec ne esses am 34%; 16 371% 38 353% 17% 281, 11.25 
‘Ait Reduction SRT ULET ECT eT eee 113 . 913%, 3 . 1043, 86% 58 sei 11.00 
PE FINE. oc ccc ccccressccesces 23% 1653 201/, 13% 171 13 1614, 1.60 
CS esr 231% 15 32 21 40 26% 39% 11.40 
Allied Chemical & Dye.............. 1603/4, 115% 173 125 245 7 241 6.00 
Allis Chalmen Mie.............00.0- 2334 10% 33% 12 71% 35% 68% 1:30 
Alpha Portland Cement...........-.- 20/f 111 223, 14 3414 193%, 34% 1.00 
Bn cscasescs 55, 39,—S—i«sCBY] CNNSI «O7S5)—(103% ~— 2.00 
Amer. Agric. Chemical (Del.)......... 48 25% 573% 4112 79 49 78 3.00 
American Bank Note...............- 25% 1114 473, 1314 551% 37 43 1.00 
Amer. Brake Shoe & Fdy............- 38 191 42%, 21 66 1.60 
TO i aS eer 114%, 9014 149 % 110 ay 11534 128% 14.00 
ee TS errr rr 33% 12 33% 10 54% 0 53 - 
American Chicle......... 10% 46%, 96 66 113% 8775/6 110, $4.00 
American & Foreign Power 1334 3%, 91, 2 9% 612 6%, ae 
Amer. Power & Light... 121, 3 9%, 1k 14 7} 103, si6 
Amer. Radiator & $ 2. 17% 10 251/ 101% 27 18%, 22% 1.15 
American Rolling Mill..............- 2814 oor 3234 15 37 23% 35% t1.20 
Amer. Smelting & Refining........... 5114 3014 647 31% 103 563%, 10134 2.00 
Amer. Steel Foundries..............- 261 101/, 25%, 12 5134 201% 50%, 11.00 
Amer. Sugar Refining...............- 72 46 10 50%, 63% 48, 5712 2.00 
REET .-...0.s0....20003 125% 100% 1604 98% 184% 149% 183 9.00 
SS SS Seer 9 67 107 71434, 104 88% 101 5.00 
Amer. Water Works & Elec........... 2775/2 125g 2234 1% 273%, pi 251% i140 
a, | eee 8334 36 683/44 3514 703/44 52%, 6134 3.00 
Anaconda Copper Mining........... 17%, 10 30 8 553 28 53% 1.00 
eee OS | ere 6%, 3% 6/2 3% 7¥3 452 5%, - 
Atlantic Refining.................555 35 4 211% 28 201 3514 2672 3214 t1.00 
ID 505650 645405555 4000% 5734 16% 4514 15 54% 26% 33 oe 
Aviation Corp. Del.................- 1034, 3% 514 2%, Th, 4% 552 
B 
i tive Works. .......... 6 Fay 652 1% 6% 2% 4) - 
cme gay 2 oe : Sele bate tate ae 45% 23 665, 3714 22%, 163, ai oS 
Beatrice Creamery.............----++ 1934, 1014, 201, 14 28 18 27% 1.00 
Beech-Nut Packing.................. 167 584 95 72 99 85 97% t3.00 
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Container Corp 
Continental Car 
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4 1934 1935 1936 Last Div'd 
Se - A a x - Sale $ Per 
ink. B High Low High Low High Low 11/10/36 Share 
1] padix Aviation.................06% 23% 9%, 24 11% 32% 215% 30 11.50 
Path CO... nee e eee cece eee eeee 40 26 571% 34 72 48 72 2.50 
« Ree 491 24% 52 216 6% 453%, 712% Ae 
john Aluminum. ..............-.--% 68%, 44 597 39 <2 41. 48) 3.00 
. RR eer. «ore 28) 19 27 21 32 2554 29 1.60 
0 1 16} 70 7 281, 90 64 88 $3.00 
8 12 55 24) 67% 43% 62 t2.00 
J 26 AZ 30 50) At 48 12.00 
Eo 9 it 23 13 34) 25 31 +.60 
0 4 1 20% 11 25 1642 22% 
ls, Ia . 
183/, 42) 301 43% 301, 40 1.50 
1214 17 81 20%, 10 4 oe 
35 111 1A 45 186 921 162) en 
23 60 36 91 54 89 12.00 
171 35 191 321%, 21 29 1.50 
30 65 33 74 47%, 73 4.00 
34 $f 36 17%, 51 76} 2.80 
29% 93% 31 138% 854% 135 112.00 
95% 93 724 32 84 2.00 
9 15%, 2014 13 1714 50 
58 10114 67 136) 94 4 14.00 
642 15% 3% 23 14 17% 1.40 
40 18 58 39% 84 44 74% 4.00 
OS See eee ee 61 35% 72 5614 87 55 8334 4.00 
Commercia! Solvents................. 35 15 23% 161 2454 14} 16% -60 
ee. SOC 35 22 27 453%, y 30 3534 11.60 
Consolidated Edison of N. Y.......... 47 181 34%, 15% 48 27% 44) 12.00 
INNER TIED. 6-5 6 :054's.0. 6.0.0 v-0ig'e o's 14%4 1% 12% 6% 15 111 13 -60 
EL So pv weiaasseeet vase ean rap 23 22 26% 15% 211 11.00 
Continental Can....... : 56%, 99%, 62% 87% 67% 74 t3.00 
> Continental Insurance. . 23 44%, 23 351 43 11.20 
No Gio ds sew eebas ccs 15% 35 151 39 28) ja 1.00 
Crown Cork & Seal...... 0.0.0... 000. 18%, 48%, 23) 91% 43 4, 2.00 
oS rere eee 5 474 35 44 4h 2.50 
re eee 11 47 16 83 43% 781%, [1.00 
sivas ocaeenas cd adaeh ss 3414 1014 583%, 22%, 1011 52 973%, i 
Dimond Match 283 21 41 261 01, ae 33% 11.50 
Distillers Corp. Seagrams. . 265 8% 38) 13% 35% 1814 253%, i 
nee i 66-naa 500-6060 50006 461%, 32 44, 3414 611% 41 539° {2.00 
Serre 281 144%, 5834 17) 82%, 50% Hat, ae 
Du Pont de Nemours................ 103% 80 14614 86%, 182 133 180%, 13.60 
J E 
NUN os ois 'oDGG:eio:serelee'e'e Ws 1161 79 172% 1101 185 156 180 15.00 
Electic Auto Lite..... -. a 15 3834 19 47} 30%, 46 12.00 
Flee. Power & Light. . . ct 2, Tk 114 173% 6 15 ae 
Electric Storage Battery............... 52 34 58%, 39 55% 42 46% 12.00 
‘ Endicott Johnson Corp.............-. 63 45 66 523/44 69 5314 60 3.00 
INN 525 cuss sss scdsase 391% 17 7103/4 34% 6 11.00 
Firestone Tire & Rubber 131, 34 13% 34 24% 341f, 2.00 
Fist National Stores. . . Me 53 58% aa 55 53 2.50 
re a. 8% 30 9% 40. 24 38% 9 
ge ere 2114 305% 174 3556 2314 27% 1.00 
G 
General American Transpt...........- 4352 30 48) 325 69 421, 679/; 1.75 
Gad Oeldeg.....-.--.--.00ccccc. he 13 Th 79h, 10% 17% "60 
RS err nee ae 16% 40 201 53% a 52% 1.00 
NE os’ cins sas ess euawse 28 371% 30 44a 333 1.80 
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General Motors... cers. . 245 593, 2652 77 53% 751 14.50 
General Railway Signa 231% 41%, 1552 50 321% 44%, 1.00 
General Refractories................- 101, 3314 163/44 5714 3314 57 11.50 
Gillette Safety Razor.............-.- 1 Hf 1914 12 18% 13% 165/g 1.00 
|| Ge ee eee 15% 491 23% 5514 3934 43 2.00 
on eS 3 2 eee rere 18 8 141% 1% 291%, 13% 28%, on 
Goodyear Tire & Rubber............. 41344 181 26% 1534 31% 2154 2714 wi 
r Great Western Sugar............-.00 35% 25 344, 265% 39% 31 39 2.40 
SE NEIRMERE 7082 oS xis hice cio op alee 23 16 22 1434 2134 125% 14 -60 
Hercules Powder........20..sscceees 815, 59 90 71 132 84 132 5.00 
Homestake Mining................++ 430% 310 495 338 544 414 435 {12.00 
PEMON PACIBPCAT 5.5. ccaeccseases 241/ a, 17% 6%, 225% 1314 2134 A 
MMNGE...;.........-....-: % th 3h * %% 1 ai 
I 
SURO 26 5.5 sc ataieis 0 a0 G03 8 3214 1934 36% 2314 41 255 403, me 
Le ee eer 733%, 49% 121 601% 147 106 13114 2.00 
hlemational Business Machines........ 164 131 190% 14914, 18514 160 173 16.00 
Intemational Harvester. ............-- 4672 2314 6572 34% 101 56%, 101 2.50 
Intemational Nickel. ...........+..0 291, 21 41%, 22%, 6552 43% 64%, 11.30 
temational Tel. & Tel... ...........- 17%, Te 14 55/2 1914 111% 14 sis 
33 67 49 9014, 5814 8934, +4.00 
39 991% 38% 141 88 14014 {2.00 
11% 18% 10% 255% 144%, 22% t.50 
16 30% 1334 633% 28%, 6114 1.20 
234%, 3216 22%, 28 1934 2414 t1.60 
22%, oe 213%, 265%, 15% 1934 2.00 
681, 955%, 67% 122% 89 13.00 
221% 49, 211 8014 41, 781% 13.50 
74| 0 944%, 11614 9734 105% 4.00 
20 5514 3114 631% 3 po 72.00 
18% 36% 22%, 5914 351% 59%, 2.00 
33 a 415% 33 38%, 42 2.00 
1534 2614 1814 261 211 241, 1.20 
22 30% 1852 49%, 27%; 47 1.00 
35% 571 301 64! 40'/ 6314 2.00 
2314 33% 233% 3934 271 3814 1.50 
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Price Range of Active Stocks 











What 7Z Stocks 


Do Experts Favor? 


Dunrinc the past 
four weeks the stock recommenda- 
tions of leading financial authorities 
have centered about 12 issues. The 
names of these favored stocks and 
the prices at which they are recom- 
mended are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks rec- 
ommended by three or more financial 
experts almost invariably show better 
than average appreciation. 


To introduce to you the UNITED 
OPINION method of stock forecast- 
ing—so successful during the past 
16 years—we shall be glad to send 
you without obligation this list of 
12 outstanding stocks—a list avail- 
able through no other source, 


Send for Bulletin W.S.49 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. as re Boston, Mass. 


POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for booklet MG6é 
Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


atte 
3 


EEE 
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INCREASE YOUR 


DIVIDENDS 


WITH UTMOST PROTECTION 


Each account insured up to $6,000.00 
by Federal Savings and Loan Insurance 
Corporation of Washington, D. 0. 


We invite you to become a member of 
this installment thrift organization pay- 
ing dividends since 1888. 


st Dividend 
“—e 30th. 3% 
West Side Federal Savings 
and Loan Association 


623 Empire State Building 
New York 
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Call, write or telephone 
CHickering 4-8128 
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Caryster Corporation 
* DIVIDEND ON COMMON STOCK * 


The directors of Chrvsler Corporation have de- 
clared a dividend of five dollars and fifty cents 
($5.50) pershare on theoutstandingcommonstock, 
payable December 14, 1936, to stockholders of 
record at the close of business, November 20,1936. 


B. E. Hutchinson, Chairman, Finance Committee 








BRIGHT LIGHT 


alone is not enough... 


sz 







but: 
BRIGHT 
LIGHT 
properly 
controlled 
is ideal! 


Model 2242 
Price $13.50 


The old conception of a supplementary 
lamp was a light bulb supported by a 
stand and covered by a shade. But 
FARIES GUARDSMAN LAMP has changed 
this! It is designed to properly control 
illumination by flooding the working area 
with a strong, evenly distributed light . 
free from glare ... free from shadow ... 
a boon to tired, overworked eyes. How 
is this accomplished? By our exclusive 
design of both reflector and luminaire, 
whereby the light is first concentrated 
within the shade, then properly redistri- 
buted to the desk or table top. 


See the GUARDSMAN today. If your 


dealer cannot supply you, please write us. 

MANUFACTURING CO. 

FARIES and S. Robert Schwartz Div. WS 
DECATUR, ILLINOIS 




















12 Dividend Paying 
Common Stocks 


Representing Twelve Different Industries 
List free upon request. 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 
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Mokertost Tin Plate 
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Standard Oil of N. J............ 








Timken Roller Bearing 





‘Management Needs 
To Sell ITSELF!”’ 


In a recent statement, C. M. Chester, 
Chairman of General Foods, ex- 
pressed his conviction that “Man- 
agement needs to sell itself with the 
same skill as it merchandises its 
products.” 

In the interest of better Corporation- 
Investor relations, we have reprinted 
excerpts of this address with his 
permission. We will be pleased to 
send you a copy. 


The Magazine of Wall Street 
and Business Analyst 


90 Broad Street New York, N. Y. 
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Underwood-Elliott-Fisher. 
Union Carbide & Carbon. . 
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Low 


30 
301% 


79 
201% 
39 
20 


* Accumulated Dividends. t Annual Rate—not including extras, 


1935 
Low High 
35 681 
33% 49 
44 4 1181 
24% 644 
55 103 
21%, 64% 
11 21% 
221, 3834 
134 31 
12 28% 
2314 33 
32 
‘ah = 14% 
751% 
1814 81 
@ 3514 
1114 39%, 
80 64 
13%, 41 
19 58%, 
3% 13% 
8 19% 
57%, 105% 
64) 73 
12% 53 
13% ai 
423 5014 
207% 49) 
2914 65% 
4 144% 
1%, 9% 
16% 3814 
7 2334 
9 26%, 
551% 6012 
315% 47 
22 55 
31 10114 
Tye 31% 
1% 1914 
5} 28 
1 171% 
10% Mf 
43% — ly 
2 
27% ue 
23 45 
3534 70'/, 
583, 78% 
6% 241 
2% 21%, 
6014 1 
16) 50% 
2854 42 
77% 21 
28 14%, 
1% 2 
13 37% 
53%, 
4a 0412 
1434, 28) 
9% 32 
46 9654 
1% 9% 
20%, 487, 
et 8514 
9% 1914 
401 113 
351 59 
143, 58% 
9%, 39% 
91% 103% 
271 793%, 
73 15012 
11% 27%, 
2% 165 
233 96) 
18 4814 
325% 153 
51 6414 
11% 36% 
73% 79 
} Paid this year. 
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Market for Electric Equip- 
ment Must Expand 
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(Continued from page 143) 


there has been an increase of only 
13 per cent in the aggregate gene- 
rator rating. Since October, 1935, 
on the other hand, production of 
electrical energy has exceeded the 
1929 peak in every week but two 
and in recent months output has 
been running about 16 per cent 
above 1935, and more than 20 per 
cent above 1929. The peak of con- 
sumption will probably be reached 
during Christmas week and prom- 
ises to be at least 25 per cent 
above that for the same week in 
1929. A shortage of power is not 
imminent but the margin of reserve 
has been reduced to a critical point. 
It has been estimated that restora- 
tion of normal reserve would re- 
quire utility expenditures running 
into seven figures. 

The exhaustion of power reserves 
might conceivably be intensified by 
another factor—the availability of 
new equipment. Generating equip- 
ment is constructed only on order, 
requiring from a year to eighteen 
months to complete. Should manu- 
facturers be suddenly swamped with 
orders, considerable delay in deliv- 
ery might ensue. Obviously then 
necessary extension of power and 
light facilities cannot be deferred 
much longer. This year utility pur- 
chases have increased about 30 per 
cent, of which only about half has 
been for new generating equipment, 
the balance for rural electrification 
and increased distributing facilities. 

Thus, while the electrical equip- 
ment manufacturers are practically 
assured of a mounting volume of 
orders from the power and light in- 
dustry, their prospects for next year 
are further enlivened by the proba- 
bility that there will be increased 
impetus in the volume of home 
building and plant construction, 
both of which normally are large 
outlets for all types of electrical 
equipment. Taken as a_ whole, 
therefore, the electrical equipment 
group would appear to constitute 
one.of the most promising invest- 
ment fields at this time. The ac- 
companying table presents salient 
factors for a group of major compa- 








NLY a strong motive makes in- 

vestors whose incomes have al- 
ready been reduced by years of de- 
pression voluntarily act to reduce 
them further. 

Yet, thousands of Associated secu- 
rity holders did just that during the 
past three years. Their motive was 
insurance against the future. 


Plan Offered by Company 
Under a plan offered by the Com- 
pany, they exchanged $200,000,000 
of debentures for new debentures 
of the Company’s immediate sub- 
sidiary, Associated Gas and Electric 
Corporation, of less interest or prin- 
cipal amount, or for Company de- 
bentures which it is contemplated 
will pay interest only when earned 
and not on a fixed basis, 








$200,000,000 


REFINANCING DONE IN 
DEPRESSION YEARS 


ASSOCIATED GAS & ELECTRIC COMPANY 
ysTe , 





By placing interest charges on this 
income basis, there is less likeli- 
hood of a default in the event of 
temporary future inability to meet 
full interest charges. 

By reducing annual interest 
charges $3,000,000, there is provided 
an additional margin of earnings 
which adds to the safety of all de- 
bentures. Holders who accepted less 
principal or interest received in ex- 
change an improved investment po- 
sition. 

Insurance Against the Future 
Another serious depression may not 
occur. But the Company’s ability to 
refinance $200,000,000 of debentures 
during the past hard years has re- 
sulted in substantial protection 
against whatever business uncer- 
tainties the future may bring. 











most of them directly, others such 
as the copper companies, indirectly. 





American Type Founders, 
Inc. 





(Continued from page 164) 


nel, followed by improved sales 
technique and innovations. Early 
this fall the company equipped a 
train with modern printing presses 
and accessories and sent it on a 
three-month tour of the principal 
cities of the country for the purpose 
of stimulating interest—and sell 
American Type Founders products. 
That these developments have been 
fruitful is indicated by the upturn 
in the company’s sales and earnings. 

The latest report covers the period 
of six months ended September 30, 
last. Sales were about 40% ahead 
of 1935 and the net profit for this 
period amounted to $186,372. After 
allowance for all prior charges and 
taxes, earnings were equal to 55 
cents a share on the outstanding 
capital stock. Balance sheet at the 


end of September disclosed a com- 
fortable financial position. Current 
assets totaling nearly $6,000,000, in- 
cluded cash of more than $1,000,000, 
while current liabilities were only 
$447,471. Total assets were in ex- 
cess of $9,000,000. Preceding the 
338,636 shares of capital stock is a 
$5,206,800 issue of 5% debentures. 
These debentures are convertible 
into stock of the company at $10 a 
share, a valuable privilege based on 
prevailing quotations for the shares. 
Through July 15, 1938, interest on 
the debentures is payable up to 5% 
if earned and is non-cumulative. 
After that date interest becomes 
fixed at 5%. 

Prior to 1931, American Type 
Founders regularly showed substan- 
tial earning power and now with the 
benefit of an alert management, a 
modest capitalization and general 
business improvement the company 
would appear to have an excellent 
opportunity to recover lost ground 
and develop earnings more in keep- 
ing with its industrial importance. 
Frankly speculative, the shares at 
14, however, seem worthy of con- 
sideration as medium for price ap- 
preciation in the months ahead. 
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Answers to Inquiries 





(Continued from page 176) 


tion as to continuance of the present 
60 cent annual dividend rate. At 
current levels these shares appear 
suitable for retention, especially 
since improvement is indicated in 
earning power in the not distant 
future. 





Ingersoll-Rand Co. 


Do you anticipate materially higher prices 
for Ingersoll-Rand Co. or increased divi- 
dends? I have 100 shares bought at 110% 
and am wondering about the possibilities 


ahead.—D. S. C., Providence, R. I. 


Due to the fact that Ingersoll- 
Rand Co. does not report interim 
earnings, it is rather difficult to ac- 
curately estimate probable results 
for the full year 1936. Considering 
the improvement which has oc- 
curred in such lines as petroleum, 
construction, mining, railroad and 
automobile, however, it seems prob- 
able that the company’s sales this 
year will run well above those of 
last. The earnings report covering 
the year 1935 revealed per share re- 
sults of $3.50 and it is indicated that 
that figure will be greatly exceeded 
this year. Since the financial status 
of the organization is strong, indi- 
cations are that a substantial extra 
dividend will be declared before the 
end of the year. The heavy indus- 
tries constitute the most fertile field 
for sales of this company’s products 
and with this division of industry 
still well below normal, earnings 
potentialities of the organization ap- 
pear excellent. It is accordingly be- 
lieved that maintenance of your 
long position in this concern’s stock 
will result in further worthwhile ap- 
preciation over the longer term 





Loew's, Inc. 


I have been holding 200 shares of Loew’s 
on margin which I am now thinking of tak- 
ing up for an investment. Do you consider 
that there are good long-term possibilities in 
this issue? —P. L. B., Louisville, Ky. 


In the nature of the business, sub- 
ject to keenly competitive risks and 
to changing public taste in amuse- 
ment, and depending so wholly on 
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management ability, amusement 
stocks as a class are rarely accorded 
a status as dependable investments. 
Nevertheless, in reviewing the rec- 
ord of Loew’s, Inc., we find capitali- 
zation and funded debt low in rela- 
tion to earning power, we find that 
earning power has been compara- 
tively stable and we find that the 
company is maintaining a_ very 
strong financial status. These are 
obviously qualities for which one 
would look in appraising the invest- 
ment merits of any issue. The re- 
cent trend in earning power has 
been upward. For the fiscal year 
ending August of 1935, earnings 
equal to $4.49 a share were reported, 
and the earnings for the first nine 
months of the current fiscal year 
very closely approximate the full 
fiscal 12 months’ period preceding. 
Concurrent with the rise in public 
income, there has been a substan- 
tial increase in theater attendance, 
and it is generally agreed that movy- 
ing picture theaters reflect a fairly 
good index of general prosperity. 
We feel, therefore, that there are 
logical reasons for describing this 
issue as one having “good long term 
possibilities” and on that basis sug- 
gest retention of your holdings. 


Schenley Distillers Corp. 


In your opinion, is Schenley still in a buy- 
ing area? What do you think of its pros- 
pects this winter? Your advice has been 
valuable to me in the past so I’m especially 
anxious to have your views in this instance. 


—D. D. W., Chicago, Mlinois. 


The stock of Schenley Distillers 
Corp., which company holds a place 
of prime importance in the produc- 
tion and distribution of whiskey and 
spirits, has been placed on a $3 an- 
nual dividend basis. At present 
prices, therefore, the yield is one in- 
ducement in the purchase of the 
issue. Earnings, which in the calen- 
dar year 1935 were equal to $7.65 a 
share, are currently very closely 
approximating that figure, notwith- 
standing additional disbursements 
for preferred stock dividends. This 
company is now entering the season 
of sales expansion, and aggressive 
promotional and advertising cam- 
paigns together with the growing 
purchasing power of the public are 
the factors upon which to base an 
expectation of still higher earning 
power in the future. Expansion of 
production facilities and warehous- 


ing capacity is being aggressively 
carried on, and the company is stop. 
ing large quantities of whiskey fo, 
aging. The financial status is strony 
and the excellent possibility of extr, 
dividend disbursement before the 
close of the year might well provid 
the incentive necessary to an exhjbj. 
tion of strength in the shares map. 
ketwise. 





Radio Corp. of America 


I am a stockholder in RC.A. and am 
chiefly interested in price appreciation. I an 
wondering whether there are any factors at 
this time which will give the stock ney 
speculative impetus. As a_ subscriber, I'l 
appreciate your comments—D. A. T., Phila. 
delphia, Penna. 


While there have been no recent 
announcements of sufficient import- 
ance directly involving Radio Corp. 
of America to create a background 
for pronounced speculative activity, 
it may be recalled that returning 
prosperity and general industrial 
recovery should have an important 
bearing on the affairs of this con- 
pany. An important advance in the 
revenues from commercial broad- 
casting would naturally follow, and 
the replacement demand for the 
apparatus which this company 
manufactures, and which has been 
greatly improved, should find reflec. 
tion in the income account of this 
company. Not only does increased 
purchasing power stimulate the 
market for receiving sets, but larger 
theater attendances will broaden the 
market for recently perfected sound 
recording devices, and general pros- 
perity should be followed by larger 
appropriations for the use of broad- 
casting as an advertising medium. 
There is always a possibility of the 
announcement of important strides 
toward the attainment of television 
on a commercially practical basis. 
Such developments would be for- 
warded with the return of general 
and widespread prosperity. While 
we cannot point to any single factor, 
therefore, which would furnish the 
impetus necessary for speculative 
enthusiasm in this issue, we would 
point rather to a series of develop- 
ments which seem cumulative in 
their effect and which very likely 
would form a well defined basis for 
widespread market interest in these 
shares. Accordingly we would sug 
gest retention of your position at 
this time. 
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May Department Stores Co. 


May I have your advice on the retention 
of 150 shares of May Dept. Stores? Do you 
expect holiday sales to carry the stock to 
new highs or do present prices already fully 
discount this future business?>—K. M. M., 
Washington, D. C. 


May Department Stores has re- 
ported an increase in sales for the 
first eight months of the current fis- 
cal year of $5,200,000 over the cor- 
responding months in the fiscal year 
which ended January 31, 1936. In 
that year earnings were equivalent 
to $2.81 a share. It is clearly prob- 
able that earnings during the cur- 
rent year will register a substantial 
advance, because of the increased 
sales volume so far shown and be- 
cause further increases would be 
logical in the remaining months 
which include the important holiday 
buying. A further consideration is 
management efficiency, a most im- 
portant factor, and in this case 
clearly demonstrated by the depres- 
sion record, free of deficits from 
operations, which is a very strong 
testimonial to the management effi- 
ciency. The stores operated by this 
concern are located in Akron, Balti- 
more, Cleveland, Denver, Los An- 
geles and Buffalo, centers which are 
well representative of the improve- 
ment in public purchasing power 
general throughout the country. 
While, in recognition of substan- 
tially higher earning power, the 
market for these shares has been 
carried to a price which generously 
appraises 1935 share earnings as re- 
ported; it is not by any means so 
certain that the current price dis- 
counts the improvement which very 
likely will be registered with the 
forthcoming annual report. With 
such an encouraging prospect, re- 
tention of holdings would be logical. 


Cerro de Pasco Copper Corp. 


Please give us any recent information you 
may have regarding the outlook for Cerro 
de Pasco. We are wondering if current prices 
over-discount the near future. Would you 
take 14 points profit now or hold?—J. D. S., 
Newark, N. J. 


The advance in the price of cop- 
per metal in the domestic market to 
the 10 cent level, and the consistent 
strength of the metal in the foreign 
narkets, must be considered the 


most important factors in the situa- 
tion with regard to Cerro de Pasco. 
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The statistical position of the copper 
metal market, and the stability of 
silver in the world markets, encour- 
age the expectation of further im- 
provement in the earning power of 
Cerro de Pasco. The properties of 
this company constitute one of the 
most important copper and silver 
producers in the world, and its ore 
is of unusually high quality. In- 
terim reports are not issued by 
Cerro de Pasco, but higher earnings 
than the $3.62 a share which were 
reported in 1935 would be the logi- 
cal consequence of conditions which 
have prevailed during the current 
year. With a strong financial posi- 
tion, and a favorable trade status, 
substantially increased dividend 
disbursements may logically be ex- 
pected to follow, and we are inclined 
to advise you to retain your position 
in this issue, notwithstanding the 
very satisfactory profit which you 
already have available at present 
price levels. 


National Supply Co. 


The recent price trend of National Supply 
has been very encouraging. Now, however, 
I don’t want to overlook the possibility that 
it has had its full rise. Are you currently 
advising retention of holdings?—H. C., Hart- 
ford, Conn. 


National Supply Co., manufactur- 
ing a broad line of equipment and 
machinery used by the oil industry, 
reported a sharp improvement in its 
earnings during the first nine 
months of the current year, with net 
profit for the period amounting to 
$2,881,843 contrasting with $85,297 
a year earlier. Reduced to a per 
share basis, earnings during the 
latest period equalled $5.24 a share 
on the common stock, after regular 
preferred dividend requirements, 
against only 51 cents a share earned 
on the 7 per cent preferred stock in 
the like interval of 1935. Dividend 
accumulations on the 166,353 shares 
of 7 per cent preferred stock 
amounted to $35 per share as of 
October 1, 1936. Quite obviously, 
these heavy arrears must be taken 
care of before common stockholders 
are placed in a position to share in 
earnings. In this connection, a plan 
has been devised by the manage- 
ment and recently approved by 
stockholders, which provides for 
clearing the back dividends on the 
7 per cent preferred stock by ex- 
changing the present stock for one 


and one-fifth shares of a new 5% 
per cent $100 par preferred stock 
and one-quarter share of common 
stock for each 7 per cent preferred 
share outstanding. The recent im- 
provement in quotations for the 
common stock can no doubt be at- 
tributed to the fact that liquidation 
of arrears on the preferred will 
enable holders of the junior equity 
to participate in the further im- 
provement indicated in the affairs 
of the company. The balance sheet 
of the company dated September 
$0, 1936, reveals a strong financial 
status, with current assets of $36,- 
361,594, including cash of $4,418,666 
comparing with current indebted- 
ness of $7,231,896. On the basis of 
present and prospective earning 
power, the shares do not appear 
over-valued even at existing levels 
and continued holding is believed 
the best policy. 





A Preview of the 75th 
Congress 





(Continued from page 140) 


aged and dependent and _ possibly 
in shifting the whole burden of se- 
curity taxation onto the shoulders 
of employers. 

Agricultural insurance although 
advocated by both parties, has 
been demonstrated to have no ap- 
peal to the farm leader. It would 
never do, they feel, to let the farm- 
ers help pay for anything for them- 
selves. What they want is Federal 
pap and then some more. Agrarian 
leaders, like labor leaders, wax fat 
and rubicund by providing followers 
with something for nothing. 

The government administration 
—with both President and Congress 
sedulously working at it—will be 
reorganized with much smoke and 
little fire. Tugwell’s presidentially 


created Resettlement Administra- 
tion, being a_ splendid spending 


agency, will be continued in some 
form—perhaps in many’ forms—in 
order to speed up spending in the 
favorite agricultural spending 
ground. R F C will be given another 
extension of its spending and lend- 
ing life; Works Progress Administra- 
tion, Public Works Administration, 
and relief expenditures in general, 
although they will be split up and 
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spread out, will not be reduced in 
total during 1937. 

There is much talk of business 
and finance getting together with 
the triumphant President and work- 
ing out a program along his general 
policy line which will be acceptable 
to the interests as making the best 
of an irretrievable defeat. But the 
parties of the first part must not 
think that the President will be 
veering to the left if he should be 
complacent. Such a turn may come 
in the last half of the Administra- 
tion. In the first half he will be no 
less radical than Congress even 
though he may be tolerant and for- 
giving. 

Business may expect plenty of 
alarms. At the start off there will 
be at least a thousand bills in the 
new Congress aimed at the forcible 
confirmation of the economic and 
fiscal pattern of the nation to the 
sound principles as well as the ab- 
surd fallacies of the New Deal. 
Many business groups will have to 
submit themselves—and with the 
less protest the better—to treatment 
which will be much in line with what 
the utilities already have and will 
continue to have. 





The Utilities and the Contin- 
uing New Deal 





(Continued from page 142) 


electric power is hovering around the 
all-time record peak and, although 
recently the gains reported over last 
year’s figures were not as impressive 
as they had been, it is because of 
the exceptional spurt registered at 
this time last year. Certain it is 
that all old records will be shattered 
later on this fall as the days grow 
shorter and colder. 

For a long time the public utili- 
ties were a laggard in the general 
recovery of business earnings; costs 
of labor and materials rose, rates 
were slashed with almost unjustified 
abandon and as a result the higher 
output of electricity failed to have 
a favorable effect upon net income. 
Although costs are still headed up- 
ward, the worst of the rate reduc- 
tions in all probability has been 
seen and any further material in- 
crease in gross in line with the ex- 
tension of the recovery movement 
can be expected to lift net sharply. 


Moreover, the utilities have ap 
ace-in-the-hole which should moje 
than offset any additional rate re. 
ductions they are forced to concede 
from this point. The ace is the say- 
ings resulting from refunding bonds 
and preferred stocks at a lower rate 


of interest. While there have been 
a number of large utility refundings 
successfully made over the past year 
or two, they have been for the most 
part strictly high-grade _ issues, 
Company’s whose senior securities 
were in the medium-grade category 
have been hampered in their re- 
funding operations by lagging net 
income and waves of political perse- 
cution. Now, however, with earn- 
ings improved, interest rates lower 
than ever, and with the political 
situation becoming more clearly de- 
fined and less of a practical menace 
than had been thought, an accelera- 
tion of the utility refunding move- 
mnent is a logical expectation. One 
can only guess at what it might 
mean in dollars and cents. How- 
ever, some idea of the possibilities 
may be gleaned from the fact that 
the electric public utilities have out- 
standing something in the neighbor- 
hood of seven billions of dollars of 
long-term debt, whose annual cost 
averages about five per cent. If it 
were possible to refund half this on 
a four per cent basis, it would mean 
annual savings of thirty-five million 
dollars—a very substantial amount 
out of which to cushion future rate 
reductions. Nor does this, of course, 
take into consideration the possible 
savings from refinancing high-divi- 
dend-rate preferreds. 

As is the case with all industry, 
the utilities face higher costs and 
higher taxes, but as is also the case 
with all industry increasing gross 
and greater efficiency are offsetting 
factors. The utility items subject 
to generally mounting prices, how- 
ever, is smaller than in the majority 
of businesses: in their case, for 
example, fixed charges are a very 
important factor, but those we have 
seen are subject to sharp contrac- 
tion. Hence, if it were not for polit- 
ical considerations, the utilities 
would seem to be a_better-than- 
average position. With fears of the 
political repercussions probably ex- 
aggerated, one must at least con- 
clude that there is no need for the 
panicky liquidation of investments 
in the sounder public utilities, both 
operating and holding company 
organizations. 
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Your friends will like The Newer 
Magazine of Wall Street as much as 
you do for its dollar-and-cents value 
as an investment tool. 

It is a source of original information, 
and your friends will want to see 
what we have to say before it is 
quoted in the regular press. 

It is a friendly gift, and one which 
will remind the recipient of your 
thoughtfulness twenty-six times the 
coming year. 


Says the President of a 
Prominent Steel Company 
My friends always carry my Maga- 
zine of Wall Street off. This year 
I'm giving ten gift subscriptions. 

GC. T. A, Chicago, IIL 


Says Another Subscriber 


Four years ago my _ daughter 
thoughtfully gave me a year’s sub- 
scription to The Magazine of Wall 
Street at Christmas time. I know 
no gift more helpful or more inter- 
esting. Please send a year of The 
Magazine of Wall Street to each of 
the following. 
T. L., Pasadena, Cal. 














WA Gite Subscription to 


THE MAGAZINE 
OF WALL STREET 


et 
OW 


“Wishing Yo 
als as fF 
Happy New 




















A ear 





Now—Two Subscriptions for $10 
—Saves You $520 


Each year thousands of our subscribers present subscriptions to 
their friends as gifts. For their benefit we repeat this special offer 
for a limited time. 


Take Advantage of These 
Special Christmas Rates 


Gala SUE AEE COIN os ons 5 oa ae nn ie ees eon oon R bomen eens $7.50 

*Two year gift subscription rate (you can extend your subscription 

one year, and entera year's gift subscription)..................0-.0505 $10.00 
$5.00 


*Aridictornl Gilt SCTIRIONS, COE... ow... ce eres ice ces wena 


*Note: This special gift rate will be withdrawn December 31st, 
after which the two-year rate will be $12.50. 





wosssasaaaaaae This Coupon Must Be Used to Take Advantage of This Offer ®aaeassaaasaag 










C. G. Wyckoff, Publisher, 
The Magazine of Wall Street, 90 Broad Street, New York. 


Enclosed is my remittance of $.........+0++ Extend my subscription for 


POs. Ges d eee year (s) for the following below. 

LS C0 CBRE es eae ae oar aaa Sa ING INC sia dior o: 35 scout boduae- arena WAIN sirscsinccrewcnd eo sa cies 
PAGES ac cricrcterars Gia a ie-Rale) Pa sr¥.9fs AGGESS 0.00365 ctseea wees y No (|< oe 
CSE Os ete a mg Citas avs 3 terteneateeelsie.s CU ih atin wiaehingsesis% 


CJ] Send Gift Card. 


Res Pea aistte a std NAS ood ah Sv tena iaiis Veo ava sina OG paIOID 0s oS tele Sis 









| NOVEMBER 21, 1936 








Motor Trucks Head for New 
High 





(Continued from page 159) 


sales might well prove a timely 
balancing factor. 

Based on sales for the first nine 
months, it would appear that of the 
companies engaging exclusively in 
the manufacture of trucks and buses, 
Yellow Truck & Coach has scored 
relatively one of the largest gains in 
sales this year. Sales of the com- 
pany’s GMC truck increased from 
8,408 units to 21,115, an increase of 
151 per cent. The company doubled 
its share of new truck registrations 
from 2.12 to 4.24 per cent. The 
company’s truck line this year was 
augmented by the addition of a new 
light truck and lower prices have 
been in effect for its 114-2 ton units, 
both of which factors have undoubt- 
edly contributed to the larger sales 
volume this year. It was reported 
earlier that Yellow Truck had 
hooked orders for trolley buses and 
cross country buses from two sources 
alone aggregating more than $8,000,- 
000. Net sales for the first nine 
months amounted to about $46,000,- 
C00 and it is estimated that the total 
will reach $58,000,000 for the full 
vear, an increase of about $22,000,- 
000. A profit of $3,788,737 for the 
first nine months this year compared 
with $350,214 in the same period last 
year. In order to avoid a heavy 
surplus profits tax, the company 
plans to offer 900,000 additional 
shares of class B stock at $10 a 
share. Of the proceeds, $4,500,000 
will be used to reduce accumulations 
on the preferred shares which will 
total about $9,000,000 by the end of 
this year, and the balance will fi- 
nance increased inventories made 
necessary by rising sales. Capitali- 
zation will then consist of 293,980 
shares of 7 per cent preferred stock, 
2,200,000 shares of class B stock and 
1,700,000 shares of common. Gen- 
eral Motors Corp., owns all of the 
common stock, about 19 per cent of 
the class B and about 73 per cent 
of the preferred. Complete liquida- 
tion of preferred dividends will be 
necessary before the class B shares 
will be entitled to $1.1214 in arrears, 
after which the common receives 
$2.25 before further payments may 
be made on the class B. Obviously 
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the principal inducement to pur- 
chase the class B shares is a specu- 
lative one predicated upon the 
company’s further recovery. As 
such, however, the shares are not 
without interesting possibilities. 

Mack Trucks, Inc., has for many 
years been one of the leading manu- 
facturers of heavy duty trucks. De- 
spite its established trade position, 
the company in recent years has suf- 
fered severe competitive _ losses, 
largely as a result of the growing 
preference for lighter trucks. Dur- 
ing the past decade earnings have 
not approached the peak reached in 
1925. This year, however, the 
company’s line was enlarged by 
seven new models of trucks and 
buses, ranging from a 14-ton truck 
priced at $535 to a 2- 3-ton truck at 
$1,035. This line, known as the 
Mack Jr., and which also included 
three bus models with a base price 
of $2,700, gave the company full 
representation in the low price field. 
In the first nine months this year 
the company’s sales totaled 2,887 
units, a gain of 162 per cent over the 
same period of last year. Early in 
September it was reported that 
August deliveries were the largest 
for any month since early 1930 and 
unfilled orders at that time were in 
excess of $5,000,000. Earnings for 
the first nine months of 1936 were 
equal to $1.46 each on 597,335 
shares of capital stock, comprising 
the entire capitalization. In the 
same period last year a loss of $603,- 
553 was reported. Profits for the 
full year may reach $2 a share, on 
which basis an increase in the pres- 
ent dividend of 25 cents quarterly 
would appear likely. The shares, 
while not undervalued at 47, may be 
credited with speculative merit, 
particularly as they comprise the 
entire equity and are therefore in a 
position to reflect improved earn- 
ings in full. 

For the first time since 1930, 
operations of White Motor are cur- 
rently returning a profit. Net in 
the first six months amounted to 
£287,241, as compared with a loss of 
$851,573 in the first half of last 
year. In the first six months unit 
sales were higher than for the entire 
1935 year, and the total unit sales 
of 4,173 for the first nine months was 
an increase of better than 88 per 
cent. October deliveries were the 
highest on record and sales for the 
full year seem likely to exceed those 
for 1926, the previous peak. Re- 


cently the company has receiveg 
several large orders for special equip. 
ment for the City of New York and 
while this type of business may not 
yield much profit it does serve to 
reduce overhead expenses. The 
company has practically a complete 
line of trucks from a 1-ton light 
model to a 28-ton tractor-trailer 
combination. This line includes the 
company’s Indiana group of “as. 
sembled” trucks, of which 1,25] 
units were sold in the first nine 
months, as compared with 465 a year 
ago. Aside from a subsidiary mort- 
gage of $773,000, the 625,000 shares 
of stock comprise the entire capi- 
talization. The company has bor- 
rowed $1,000,000 from banks this 
year. With a definite possibility 
that the White may earn $1 a share 
this year, as against a loss of $3,000, 
000 last year, the shares at 28 would 
appear destined for further price 
recovery and a modest dividend in 
the not distant future. 





Industries for 1937 Profits 





(Continued from page 147) 


Hence a considerable number of 
stocks—for example, Sears, Roebuck 
and Montgomery Ward—will sell 
ex-special-tax-factor before long. In 
the present setting, therefore, it will 
be wise to rely on earnings trends 
and concentrate on those equities 
which appear to be favored by a 
probable strong upward trend in 
1937. 

On this basis, we are omitting 
motors and motor accessories on the 
belief that whereas they will show 
further gains next year, a major pro- 
portion of maximum expansion in 
profits has been experienced; mer- 
chandising stocks; containers; foods, 
tobaccos, tires, sugars; amusements. 
A study of price-earnings ratios— 
examples of which will be found in 
tables accompanying this article— 
will show that in most instances 
stocks of relatively stable earning 
power, such as most consumption 
goods equities, will be found priced 
much closer to 1929 levels and 1929 
price-earnings ratios than is true 
of heavy industry issues. 

We have left out rails and _utili- 
ties. In each there are possibilities 
of major percentage appreciation. 
Prices of both are in a depression 
zone and stocks of both possess a 
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high degree of leverage. The major 
uncertainty centering around rails 
is to what extent they will be burd- 
ened by additional labor legislation 
on the part of Congress. There is 
demand for a 6-hour day, which 
would add a staggering cost to rail- 
way operation. In utilities, the un- 
answered question is the extent by 
which the Government’s hostile 
competitive policy may be modified. 
Developments at Washington in 
coming months will largely tell the 
story, so far as concerns the outlook 
for rail and utility equities. 





The Stockholder Holds the 
Bag 





(Continued from page 157) 


no net income at all. Assume the 
management wants to pay out half 
the prosperous year’s income in each 
of the two years. It cannot do that 
under the present tax law without 
first paying an undistributed profits 
tax on that part of the income which 
it does not distribute during the 
prosperous year. The cost of the 
mere privilege of deferring distribu- 
tion of half the income for a year is 
very steep. Under the circumstances, 
management is being forced to sacri- 
fice dividend continuity in favor of 
an immediate hand-to-mouth feast 
and famine dividend policy. 

The stockholder, in consequence, 
is likely to be hurt in more than one 
way. He may not be so badly off 
during the prosperous years, even 
after paying his tax on the divi- 
dends. That is, providing he has 
been lucky enough to receive his 
dividends in cash, so that he has 
something to pay the tax with. 
While the dividends are rolling in, 
the market value of the stock is 
favorably influenced which some- 
what alleviates the effect of the tax 
bill, but what will happen to stock 
values in the lean years when there 
are no earnings and no reserves car- 
ried over from the more prosperous 
years? To answer this question we 
need but recall that during the de- 
pression, many billions of dollars 
were paid in dividends out of re- 
serves accumulated from earnings of 
prior years. What might have hap- 
pened to security values without 
this very important prop is not 
pleasant to contemplate. 
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Britain in the Tide of 
Recovery 









(Continued from page 161) 


process when an external slump was 
superimposed on an internal de- 
pression. 

Recovery, then, in Great Britain 
can be definitely stated as having 
only begun, compared with the 
lengths to which it has still to go. 

The Government’s expenditure 
upon rearmament, according to the 
Chancellor of the Exchequer on Oc- 
tober 6 last, “has not gone so far 
yet as to make any serious differ- 
ence in the volume of our recovery.” 
Although it will no doubt be of 
great importance, it has to be looked 
on not as substituting but as adding 
to the other internal and external 
forces now at work making for the 
economic prosperity of the United 
Kingdom. Let it not be understood 
from the foregoing that the English 
situation, seen as a whole, approxi- 
mates boom conditions. With the 
exception of building, the greatest 
activity has been in the newest in- 
dustries. In certain of the old ones, 
such as iron and steel manufactur- 
ing, which had lain under pitiful de- 
pression for many years and whose 
capital equipment had _ therefore 
failed to develop, the new demand 
has tested producing capacity to the 
utmost, and made conditions look 
boom-like when by any standard 
proportionate to national require- 
ments they are not even normal. 

Those who take only the short 
view are easily deceived by appear- 
ances and there are English steel 
makers today who view with alarm 
the necessity for extending their 
plants and equipment, lest the com- 
pletion of the rearmament program 
should leave them overdeveloped. 

Certain far-sighted concerns, how- 
ever, exceptional to the general run, 
who recognize that rearmament is 
only one feature of the expansion 
which lies ahead, are making great 
plans to remedy the deficiency in 
equipment. 

The short-view pessimists are ac- 
tive too among the outmoded econ- 
omists. Those who mistook the rise 
in building activity for the cause 
and not, as it is, the result of recov- 
ery, and predicted its early exhaus- 
tion, are not confounded by the 





failure of their predictions. It would 
seem incredible were it not true, 
that “The Economist,” an English 
weekly journal of defeatist tenden- 
cies, should be advocating at this 
moment an increase in direct taxa- 
tion, the financing of rearmament 
out of revenue, and similar restric- 
tive measures with the confessed 
object of checking any rise in prices 
and wages. 

Yet the most crying need in all 
the world still is a rise in commodity 
prices to put primary producers on 
their feet again. The average Brit- 
ish import price for wheat in 1935- 
36 was only 50 per cent of what it 
was in 1926-27. These theorists mis- 
read the signs of the times, how- 
ever. The most satisfactory char- 
acteristic of the British revival is 
the manifest increase in the pur- 
chasing power of the mass of the 
people. All trades catering to work- 
ing class demand are doing better 
than for many years. A recovery 
broad-based upon such a founda- 
tion is likely to prove solid and dur- 
able beyond all the computations of 
pessimistic economists. 

The solid character of the recov- 
ery is evidenced too by the changed 
spirit of the nation. The years from 
1924 to 1931 saw two brief periods 
of Labor government, a_ general 
strike and a pusillanimous Conser- 
vative government not easily to be 
distinguished from a Labor one 
in its concessions to all the defeatist 
elements which raise their heads in 
times of depression. 

A foreign policy subservient to 
that of France in the powerful “Poin- 
care period,” an exaggerated respect 
for an ineffective League of Nations, 
a brand new theory of collective 
security which should secure all the 
blessings of peace without that pre- 
paredness for war which is the lat- 
ter’s only guarantee, these were 
causes of deep discontents in a great 
body of the people whose chief re- 
gret was that no alternative gov- 
ernment was available. 

But France’s power declined when 
the economic depression began to 
sap her vitals. Hitler came up and 
Mussolini left his armchair to com- 
pete with him in shouting to keep 
up the courage of their respective 
peoples. 

The Abyssinian affair was perhaps 
unavoidable. Mussolini admits to 


having planned it in 1933. To the 
English it had elements of humilia- 
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tion that acted as a cold blast of 
realism. The humiliation came from 
within rather than from without, 
and the nation realized almost over- 
night that it was time to finish with 
the peace-at-any-price advocates, 
the League of Nation’s fanatics and 
similar visionaries from whom most 
is heard when times are bad. The 
gradual but steady progress in eco- 
nomic power is no doubt funda- 
mentally responsible for this change 
and for the awakened sense of naked- 
ness in the nation’s defences. Poli- 
tical power and its instruments must 
be made to keep pace with what 
economic power can afford. Past 
history leads us to expect a Con- 
servative government during the 
period now ahead of us in English 
affairs, and popular opinion will de- 
mand that ministers take a much 
firmer and more positive line in in- 
ternational affairs than for many 
years past. 

Towards the new prosperity in 
Great Britain, the Dominions are 
turning like flowers to the sun, and 
the Empire is drawing closer to- 
gether than at any time since the 
war. Several of them have learned 
that the old country can still teach 
them things about money that they 
never knew, and political ideals are 
now finding justification in economic 
realities. The greatest relative in- 
crease in Great Britain’s exports 
and imports has been with her 
Colonies and the Dominions, and 
after them with nations in the ster- 
ling area, whose currencies are 
pegged to the pound. 

The dissolution of the gold bloc 
has left sterling paramount among 
international currencies and it oc- 
cupies once more the position it did 
before 1914. Its basis today, how- 
ever, cannot rightly be said to be 
gold as it was then. Its real founda- 
tion consists of nothing more nor 
less, than a nice balance between 
the internal and the external econ- 
omy of Great Britain. 

That equipoise becomes steadier 
with every increase in the new pros- 
perity of the country, but in safe- 
guarding it by all the means still 
found necessary, the Chancellor of 
Great Britain’s Exchequer is per- 
forming a vital service not only for 
England but for the whole foreign 
exchange field. The ultimate rela- 
tionship between the American dol- 
lar and the pound sterling and hence 
between the dollar and practically 
all other currencies is dominated by 
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the question of the war debts owed 
to the United States. It may be 
confidently asserted that the pound 
sterling will never be given a definite 
gold content until that question has 
somehow been settled. The exist- 
ence of those debts, shelved and 
unmentioned though they may be, 
is nevertheless potentially capable 
of throwing the entire currencies 
of the world out of gear again 
should they return to an effective 
gold standard. As things are at 
present, in spite of all exchange 
equalization funds, the dollar may 
be expected to grow more and more 
expensive in terms of all other cur- 
rencies until something is done 
about it. 

But providing that question is 
properly handled, then the unde- 
niably prosperous future of the 
United States combined with that 
of Great Britain and all the nations 
in their economic orbit will suffice 
not only to bring the world out of 
the troubles that now threaten but 
will postpone indefinitely the danger 
of a new world war. 





Bethlehem Steel—A 
Colossus Rebuilt 
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duce an equal percentage gain, for 
if it did so it would put Bethlehem 
to an average rate of 90 per cent 
for the year or very close to the 
1929 level and well above it in 
actual volume, since capacity is 25 
per cent above that of 1929. Never- 
theless, from the present rate of 75 
per cent of capacity, a 15 per cent 
gain in volume would put operations 
to around 86 per cent or well above 
the 1928 average and a 20 per cent 
gain would carry them to the 1929 
average. Either such gain is certain- 
ly within the realm of possibility, if 
not probability, when we bear in 
mind that the recovery in heavy 
steels has only been running at 
strong tide for a few months, after 
years of deferred expansion and 
modernization of the nation’s pro- 
ducing facilities. 

Whatever the 1937 gain, Bethle- 
hem is on the threshold of an earn- 
ing power which we believe will 
prove to have been appraised very 
reasonably by the stock’s present 
quotation of 75—and if this analyst 


is over-optimistic in saying it js 
possible for the company to ear 
somewhere between $8 and $12 g 
share in 1937, assuming continu. 
ance of recovery in capital goods in. 
dustries, let us hedge the forecast to 
the extent of predicting that during 
1937 the stock will discount the ex- 
pectation of such earning power at 
least before 1938 rolls in history. 

We have discussed primarily earn- 
ing power, because that will be the 
big idea behind the market per- 
formance of Bethlehem. It remains 
to be said only that the manage- 
ment is as good as can be found in 
the steel or any other industry, that 
capitalization is sound and financial 
position secure. Ahead of the 
3,200,000 shares of common are ap- 
proximately $141,000,000 in funded 
debt, 933,887 shares of $7 cumula- 
tive, non-callable preferred stock 
and the same number of $1 cumula- 
tive preferred shares of $20 par value 
which were issued to clear up all ar- 
rears on the $7 preferred. 


The funded debt amounts to 
about $14 per ton of ingot capacity 
and prior charges, including pre- 
ferred dividends, amount to about 
$1.50 per ton of ingot capacity per 
year. Under favorable conditions, as 
in 1929, Bethlehem shows an operat- 
ing profit of about $11.50 per ton of 
finished products and net profit, on 
the same basis, of around $8 per 
ton. 

The most recent consolidated bal- 
ance sheet shows current assets of 
$118,699,635, including $27,977,927 
cash or equivalent, as against cur- 
rent liabilities of $40,042,754. Work- 
ing capital of approximately $78,- 
000,000 compares with $180,000,000 
at the close of 1929, but in large de- 
gree this difference is accounted for 
by heavy capital expenditures in the 
depression years. 

The first Bethlehem balance sheet 
made public, which was in 1905, 
showed gross property account of 
$52,001,264. Today it is $736,669.- 
434. Present funded debt of $141,- 
000,000 — including $55,000,000 re- 
cently raised by sale of bonds at the 
favorable rate of 3°4 per cent—com- 
pares with maximum funded debt of 
$239,396,604 in 1924. In debt re- 
tirement and expansion and im- 
provement of steel making facilities, 
as well as acquisitions of raw mate- 
rials sources and transportation fa- 
cilities which make it a wholly inte- 
grated enterprise, Bethlehem in less 
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than twelve years has spent $436,- 
700,000. With the exception of 
$168,000,000 raised by stock issu- 
ance, all of this came from earnings 
and depreciation and _ depletion 
charges, which are maintained in 
good times and bad at a conserva- 
tive figure. This heavy spending 
program has naturally been at the 
expense of dividends, but will make 
future dividends all the bigger and 
more secure. 

The first dividend since 1931 is 
likely to be paid within a very few 
weeks, made possible by rising earn- 
ings and hastened by the undis- 
tributed profits tax. There will be 
more to come. 





Profit and Income 
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some 5,000,000 1937-model cars, the 
automobile accessory companies are 
certain to do well. Among these 
companies, however, those which 
have been most aggressive in the 
development of lines independent of 
the automobile are in the better 
basic position. A list of those that 
have made good progress in diversi- 
fication would include Borg-Warner, 
Briggs Manufacturing and Reynolds 
Spring. 
* * * 


Operating at capacity and with 
no let-down in sight, the rayon in- 
dustry was among those that ap- 
peared to offer investment oppor- 
tunities. Unfortunately, however, 
a bright outlook is being obscured 
by labor trouble. The Cumberland 
plant of the Celanese Corp. is shut, 
while Du Pont is having trouble at 
Buffalo. 


* * * 


Office equipment stocks, which 
have been consolidating their posi- 
tion, are expected to resume the ad- 
vance in the near future. Reming- 
ton-Rand reported the other day 
unfilled orders as being the highest 
in the company’s history. 


* * * 


Strength in the merchandising 
stocks discounts a good Christmas 
shopping season. In some localities 
sales are expected to be of record- 
breaking proportions and there is 
no doubt but that much of the stock 
market optimism is justified. 
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BOOKS ... 


for the Business Man! 





THE NINE OLD MEN 
Drew Pearson and 


Robert S. Allen $2.50 
The authors of THE WASHINGTON 
MERRY-GO-ROUND in this new book do 
for the Supreme Court what they did in 
that best-seller on Washington officialdom, 
Congress, society, and the diplomatic corps. 
In the style for which they have become 
famous, they throw a revealing spotlight on 
the Court, its unknown history and _ back- 
ground, and the personalities and foibles of 
the present justices. They show how the 
Court in its 147 years of existence has risen 
from a few dingy rooms and an insignificant 
status to a great marble edifice and the most 
powerful branch of the Government. 


The biographies and character sketches are 
deftly drawn and illuminating as well as 
amusing. The book is as daring and revealing 
a picture of the Court, its personalities and 
functions as has ever appeared in print. 


THE ART OF 
CONVERSATION 


Milton Wright $2.50 
So that you may learn how to talk to the 
best advantage in any situation, whether in 
business or social life, Milton Wright, author 
of GETTING ALONG WITH PEOPLE, 
has written his latest book THE ART OF 
CONVERSATION. He shows you—not 
merely tells you, but shows you—how to 
start a conversation, how to keep it going, 
how to direct it the way you want it to go, 


& 








how to make precisely the impression you 
want to make and get exactly the result 
you want. 


The book is firmly grounded in psychology 
and is written in a clear and entertaining 
style. Its importance is obvious, for, al- 
though a person may have a great deal of 
knowledge, that knowledge is useless unless 
he has the ability to express himself. If you 
are among those who would like to win an 
argument, a friend, a job, or a sale—and 
who isn’t—read this book by all means. 


MINIMIZING 
SECURITIES TAXES 


Julius Sinker, C.P.A. $1.00 
That excellent and indispensable book, YOUR 
SECURITIES AND FEDERAL TAXES, 
has now been cut down and simplified 
greatly for the edification of the average 
investor, and has as well acquired a new and 
meaningful title. In compact form, it 
answers every tax problem which the aver- 
age investor is likely to encounter, and in 
such clear and concise fashion that the com- 
plex wordage of tax legislation becomes 
easily understandable. 


The new chapters enlarge on taxes on un- 
divided profits and contain a list of tax- 
exempt securities with typical examples and 
a table of yields. Finally, it shows you how 
to analyze your own tax position and gives 
specific advice on what to do before this 
year is over. For everyone who has money 
invested in the stock market this book is 
invaluable, particularly in view of the new 
tax laws effective in 1937. 
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It's a Sellers' Market Today 





(Continued from page 153) 


has not stocked up as heavily as 
one might have thought that it 
would, is a conclusion confirmed by 
the United States Department of 
Commerce. This agency’s index of 
domestic stocks stood at 108 in 
August of this year, a figure which 
compared with 115 for August, 1935, 
and with 142 for August, 1933. The 
index is based on 1923-25 equalling 
100. Taking into consideration the 
inventory demands of a constantly- 
increasing population, according to 
this index today’s stocks are any- 
thing but unwieldy. 

There remains only one other 
place in which stocks could have 
piled up to an extent sufficient to 
nullify the development of the sell- 
ers’ market: this is in the hands of 
ultimate consumers. There can be 
no question, of course, when indus- 
try sells and the people buy, par- 
ticularly when they buy heavily on 
the installment plan, that it lessens 
the capacity of the market to absorb 
goods. Stocks of goods in consum- 
ers’ hands was a very potent factor 
in 1929 and 1930. At that time, the 
break in the security markets caused 
people to feel poor and as the house 
was painted and they had perfectly 
good cars and radios anyway there 
was not even an urge to buy. To- 
day, while the constantly-increasing 
industrial activity of the past few 
years must necessarily have made 
the public’s appetite for goods of 
all kinds somewhat less keen and its 
satisfaction a little less urgent, the 
potentialities built up during four 
years of depression certainly have 
not been exhausted. True, the in- 
stallment financing business has 
been going as it has never gone be- 
fore, but wages, profits, dividends, 
doles and bounties have been in- 
creasing also and there is nothing to 
indicate that the future of the indi- 
vidual citizen is over-mortgaged, or 
rather more heavily mortgaged than 
it usually is. 

To sum up the situation, then, it 
seems that the present is a time 
when stocks of raw materials are 
down—can be proven down—when 
there is little, if any, evidence of 
abnormally large inventories in the 
hands of fabricators and retailers, 


when everything points to there be- 
ing no excessive stocks of goods in 
the hands of consumers and a time 
when the industrial machinery of 
the United States in a number of 
lines is just beginning to show the 
first signs of strain. Here it is, the 
gunpowder. And the fuse? Well, 
the fuse is not fully formed yet. 
Parts of it may be seen in those 
increasing instances where would-be 
buyers are unable to obtain their 
needs without undue delay. A 
further material increase in disap- 
pointed buyers means rising prices, 
a sellers’ market—and the financial 
situation being what it is, with the 
banks glutted with unloanable 
money and with the public’s fear for 
its purchasing power merely tempo- 
rarily buried—a sellers’ market with 
a vengeance. 





Crown Cork & Seal 
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moreover, will be short lived, with 
the current year ascending to first 
place. 

Net income last year of $1,880,- 
753 was equal, after preferred divi- 
dends to $3.87 a share on the out- 
standing common stock. In the first 
nine months this year net was equi- 
valent to $4.54 a share, as against 
$2.90 in the first nine months of 
1935. The sale of a subsidiary, the 
Detroit Gasket & Manufacturing 
Co., earlier this year netted the com- 
pany a profit of about $1,728,000, 
which, however, was not included in 
earnings. Obviously, the loss in sales 
and earnings resulting from the sale 
of this subsidiary was more than 
offset by expanding activities and 
profits of Crown Cork in other di- 
rections. 

In 1935, the company issued $5,- 
500,000 4 per cent bonds maturing 
in 1950 and last June 225,000 shares 
of $2.25 preferred stock, with com- 
mon stock purchase warrants at- 
tached, were sold. Holders of 145,- 
500 shares of $2.70 preferred stock 
were given the privilege of exchang- 
ing their holdings for the new pre- 
ferred stock on a_share-for-share 
basis and old preferred stock not 
exchanged was retired. Outstanding 
common stock at the end of last 
September amounted to 373,594 
shares excluding 13,617 shares held 


in company’s treasury. This figure 
has since been increased somewhat 
by the exercise of purchase war. 
rants, and if all such warrants were 
to be exercised, the common would 
be increased to 426,870 shares. Re. 
cently the company has announced 
its intention of issuing 106,717 ad- 
ditional common shares, present 
stockholders being given the right 
to subscribe in the ratio of 1 for 4 
at $58. 


Four quarterly dividends aggre- 
gating $1.50 have been paid on the 
common stock this year, the last 
payment having been paid at the 
rate of 50 cents, indicating a $2 
annual rate. Last December a 50- 
cent extra was paid, but a substan- 
tially larger extra must be paid 
this year, if the company is to avoid 
liability for a heavy surplus profits 
tax. Had the profits realized from 
the sale of the Detroit Gasket sub- 
sidiary been included in nine-months 
profits, net would have been equal 
to more than $9 a share on the 
common. Even if the common is 
increased to the full amount of the 
preferred stock purchase warrants, 
also allowing for the larger dividend 
requirement on_ the _ increased 
amount of preferred stock, and as- 
suming that earnings in the final 
quarter this year are no larger than 
a year ago, net available for the 
common this year would be about 
$8 a share. 

In the circumstances, considerable 
justification can be found for pre- 
vailing levels at which the shares 
are quoted—around 88 and close 
to their 1936 high — solely on the 
basis of indicated normal earn- 
ings this year and the prospect of 
a sizable extra dividend, as well as 
another increase in the basic rate. 
Added to these current factors is 
the speculative appeal afforded by 
the company’s vigorous entry into 
new fields, promising substantial 
contributions to earnings in 1937 
and subsequent years. In short, the 
shares would appear to combine all 
of the essential elements of a sound 
medium for potential income and 
price enhancement. 

Lest the fact that the company 
is a large consumer of cork gives 
thought to the possible effect of the 
Spanish revolution upon its sup- 
plies and facilities, there appears to 
be slight cause for apprehension on 
this score. The company has two 
subsidiaries in Spain, located in Se- 
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ville and San Feliu de Guixols, oc- 
cupying in the aggregate less than 
10 acres of land and having only 
112,000 square feet of manufactur- 
ing and storage space. The single 
Belgian property alone contains an 
equal amount of space. 





Happening in Washington 
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by Roosevelt sooner or later, a pro- 
ceeding he dislikes. Outstanding are 
rift in labor department between 
union men and social welfare folk 
headed by Miss Perkins, fierce in- 
ternal struggle for control of Justice 
Department long waged between 
Felix Frankfurter proteges (hot dog 
boys) and old-line federal attorneys 
supported by Cummings, the A. G. 


Government contractors and sup- 
pliers are showing disposition to get 
out from under wage and hour re- 
strictions of Walsh-Healey law by 
various methods, asking special ex- 
emptions and declining to bid on 
contracts above the $10,000 exemp- 
tion. Result will be either break- 
down of law or higher cost of gov- 
ermment purchases. In either case 
organized labor will seek to have 
scope of law enlarged. 


International cable and radio us- 
ers, Which includes most large com- 
mercial and financial concerns, have 
chance to state their views to U. S. 
delegates to 1938 international tele- 
graph convention in Cairo. Appre- 
hension is spreading that this con- 
vention may boost commercial cable 
rates. U.S. is not a party to the 
treaty but sends observers, and 
question for debate is whether Sen- 
ate should be asked to ratify in 
interests of U. S. business. 


Patman act complaints issued by 
Federal Trade Commission are test 
cases, involving practices common 
to most industries, avoiding secret 
and devious methods of price dis- 
crimination. They will set import- 
ant precedents. But industry is wor- 
ned over their implications, for they 
may require end of quantity dis- 
counts not directly based on prov- 
able cost differences, and may also 
prevent classifying customers ac- 
cording to nature of business. One 
complaint (U. S. Quarry Tile) 








NOVEMBER 21, 1936 








Dividends & Interest 





Imperial Oil Limited 
Dividend 


NOTICE TO SHAREHOLDERS AND THE 
HOLDERS OF SHARE WARRANTS 


NOTICE is hereby given that a semi-annual divi- 
dend of twenty-five cents (25c) per share and a 
special disbursement of thirty seven and one-half 
cents (37%c) per share, both in Canadian cur- 
rency, have been declared and that the same will 
be payable on or after the Ist day of December, 
1936 in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 
1929 issue upon presentation and delivery of Cou- 
pons No. 46 to any Branch of: 


THE ROYAL BANK OF CANADA, in Canada. 


The payment to Shareholders of record at the 
close of business on the 13th day of November, 
1936, and whose shares are represented by regis- 
tered certificates of the 1929 issue, will be made 
by cheque mailed from the offices of the Company 
on or before the 30th day of November, 1936. 


The transfer books will be closed from the 14th 
day of November to the 30th day of November, 
1936, inclusive, and no Bearer Share Warrants 
will be ‘‘split’’ during that period. 


Under The Income War Tax Act of the Dominion 
of Canada a tax of 5% is imposed on all persons 
who are non-residents of Canada in respect of all 
dividends received from Canadian debtors, and 
such tax must be withheld at the source. The 
above tax will be deducted from all dividend che- 
ques mailed to non-resident shareholders and the 
Company's Bankers will deduct the tax when pay- 
ing the dividend to or for the account cf non- 
resident shareholders on presentation of coupons. 
Ownership certificates will be required by the pay- 
ing Bankers in respect of all dividend coupons 
presented for payment by residents of Canada. 


Stockholders resident in the United States are 
advised that a credit for the 5% Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal income tax 
return. If it is desired to claim such credit on 
the return the United States tax authorities require 
the receipt or certificate of the Canadian Commis- 
sioner of Income Tax for such payment. In order 
for the taxpayer to secure such proof from the 
Canadian Commissioner it is necessary for the 
United States stockholder to submit, at the time 
of cashing his dividend coupon, an ownership 
certificate on Canadian form £601. Only in this 
way can the Canadian Commissioner identify the 
withheld C»nadian tax with the specific recipient 
of the dividend in order to furnish the necessary 
individual receipt. If Forms £601 are not available 
at local United States banks, they can he secured 
by requesting the same from the Company's of- 
fice or at any branch of The Royal Bank of Canada, 
in Canada. 


BY ORDER OF THE BOARD, 
F. E. Holbrook, Secretary. 
56 Church Street, 
Toronto, Ontario. 











MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
November 7th, 1936 


The Board of Directors today 
declared a quarterly dividend of 
forty cents (40c) per share on the 
common stock payable December 
10, 1936 to stockholders of record 
November 20, 1936. 


C. C, Carlton, 
Secretary. 























might even require manufacturers 
to determine exact nature of custo- 
mers’ business before granting dis- 
counts. Much time must elapse be- 
fore the answers are known, and 
meanwhile there are already efforts 
afoot to amend the act in the com- 
ing Congress session. 


| 





International Petroleum 
Company, Limited 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual divi- 
dend of 75¢c per share and a special disbursement 
of 50c per share, both in Canadian Currency, have 
been declared, and that the same will be payable 
on or after the 1st day of December, 1936, in re- 
spect to the shares specified in any Bearer Share 
Warrants of the Company of the 1929 issue upon 
presentation and delivery of coupons No. 46 at:— 


THE ROYAL BANK OF CANADA, 
King and Church Streets Branch, 
Toronto, Canada. 


The payment to Shareholders of record at the 
close of business on the 20th day of November, 
1986, and whose shares are represented by regis- 
tered Certificates of the 1929 issue, will be made 
by cheque, mailed from the offices of the Company 
on the 30th day of November, 1936. 


The transfer books will be closed from the 21st 
day of November to the 1st day of December, 1936, 
inclusive, and no Bearer Share Warrants will be 
‘split’? during that period. 


The Income Tax Act of the Dominion of Canada 
having been amended, effective April Ist, 1933, 
to provide that a tax of 5% shall be imposed and 
deducted at the source on all dividends payble by 
Canadian debtors to non-residents of Canada, the 
above mentioned tax will be deducted from all 
dividend cheques mailed to non-resident share- 
holders and the Company's Bankers will deduct 
the 5% tax when paying coupons to or for ac- 
count of non-resident shareholders. Ownership 
Certificates will be required by the paying Bankers 
in respect of all dividend coupons presented for 
payment by residents of Canada. 


Shareholders resident in the United States are 
advised that a credit for the 5% Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income Tax 
return. If it is desired to claim such credit the 
United States tax authorities require evidence of 
the deduction of said tax. In order to secure such 
proof Ownership Certificates (Form No. 601) must 
be completed in duplicate and the Rank cashing 
the coupons will endorse both copies with a cer- 
tificate relative to the deduction and payment of 
the 5% tax and return one Certificate to the share- 
holder. If Forms No. 601 are not available at 
local United States banks, they can be secured 
from the Company’s office or the Royal Bank of 
Canada, Toronto. 


By order of the Board, 
J. R. CLARKE, Secretary. 
Toronto 2, Canada. 
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GRAND RAPIDS VARNISH CORP. 


November, 











SPECIAL DIVIDEND 
Directors of the Grand Rapids Varnish Corpor- 


ation announce the declaration of a special 
dividend of twelve and one-half cents (12%c) 
per share on the no-par common stock as of 
November 18th records payable November 30, 


936. 

REGULAR QUARTERLY DIVIDEND 
The regular quarterly dividend was also de- 
clared and has been increased to twenty-five 
cents (25c) per share to stockholders as of 
December 10th, 1936, records and payable 
December 21, 1936. Checks wiil be mailed as 
usual by the Guaranty Trust Company of New 
York, New York City. 

The Grand Rapids Varnish Corporation has paid 
dividends for twenty consecutive years. 














UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
November 12, 1936 declared a dividend for the 
fourth quarter of the year 1936 of 75c a share on 
the Common stock of Underwood Elliott Fisher 
Company, payable December 15, 1936 to stock- 
—— of record at the close of business December 
| 5, 1936. 
! Transfer books will not be closed. 
C. S. DUNCAN, Treasurer 








193 











Understanding Today's 
Market Fluctuations 





(Continued from page 171) 


be reflected in somewhat wider 
swings marketwise than would other- 
wise be the case. That this is so is 
apparent on examination of the 
price graph which also shows the 
course of the daily Dow-Jones in- 
dustrial averages plotted to the same 
ratio scale. It will be seen that per- 
centage fluctuations in Industrial 
Rayon are far wider than in the 
case of the industrial averages. 


Technical indications of value in 
attempting to forecast the near- 
term market action of Industrial 
Rayon have been particularly clear- 
cut since the stock reached its low 
point in May, 1936. In early June 
the price rose easily on small in- 
creases in volumes of turnover, 
usually a sign that liquidation of 
weakly-held stock was completed, 
and that its price would reflect read- 
ily any changes in the earnings out- 
look for the company. At point A 
on our chart we have outlined a 
large triangle which appeared to be 
an initial accumulation period in 
the security, particularly since it 
was accompanied by low turnover 
and the price was so sensitive to day 
to day changes in supply and de- 
mand. Following the completion of 
this significant formation, prices rose 
easily on substantially larger tran- 
sactions, and a “continuation” tri- 
angle was later formed at point B 
on the graph. This triangle was ac- 
companied by gradually decreasing 
turnover, high at the start and low 
at the end, a confirmation of the 
suggestion that the stock was pass- 
ing through an intermediate ac- 
cumulation phase. The technical 
evidence of strength was correct, for 
the price rose substantially immedi- 
aiely thereafter with increasing mar- 
ket interest in the stock. At points 
C and D there are outlined two fur- 
ther triangles of intermediate ac- 
cumulation, and it will be noted that 
they are of the “flat-topped” variety, 
setting up definite resistance levels, 
and representing the building up of 
technical strength, followed by sub- 
stantial mark-ups in the price of the 
issue. 

The price of Industrial Rayon has 
just recently risen above the re- 
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New York Curb Exchange 








ACTIVE ISSUES 
Quotations as of Recent Date 


1936 
Price Range 


——— eee 
Name and Dividend — Low Price 


Alum. Co. of Amer. 87 130 
Amer. Cyanamid B (.60) 3914 
Amer. Gas & Elec. (1.40) 391 
Aue. § Lt. & Tr. (1.20) 1 20 


Atlas . (1.80) 15 
Bower ae Mer Bearing (1.50). . 29 
Butler HH 
314 
45 


joe (.50) 

Consol. my Balt. (3.60) 
Creole Petroleum (tf. 50). 
Doehler Die Casting (1. .50).. 
Driver Harris (1 
Elec. Bond & 
Elec. Bond & Share Pfd. (6). . . 
Ex-Cell-O A. a 9 (+.60) 
—— Enamel (11 

Mot. of = “A” (1.75). 
te Tire 
Glen Alden Coal (1) 


13% 
Gulf Oil of Pa. (1) 117 72 10814 


_ 1936 
Price Range 


Name and Dividend i Low 


imperial Oil (¢.50) 

ron Fireman AY) 

Jones & Laughlin 

Lake Shore Mines (4) 
Lynch Corp. ( 

Mueller Brass (.80) 
National Sugar Ref. (2) 
New Jersey Zinc (12) 
Newmont Mining (+1.75) 
Niagara Hudson Power 
Niles-Bement-Pond (11) 
Pan-Amer. 





A 

1 
ry 13 
139. 


Sherwin-Williams (4) 
United Shoe Mach. (t2.50). .. 


t Paid this year. 


+t Annual rate—not including extras. 








Bank, Imsuranee and 
Investment Trust Stocks 








armors 


ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bankers (2) 

Bank a Manhattan (1.50) 

Bank of N. Y. tS as:. eee 
Central Hanover (4) 

Chase (1. 


Empire (1) 

First National (100) 
Guaranty (12) 

Irving Trust (.60) 
Lawyers Trust (2.40) 


New York (5) 
United States Trust (*70) 


INSURANCE COMPANIES 
26) 
ae 
Glens Falls (1.60) 47 


Globe & Rutgers 67 
Great American (*1.20) 273%, 


INSURANCE COMPANIES—(Continued) | 


Hanover F. (1.60) 
Hartford Fire (2) 
Home (*1.25) 
National og ea 


un Life 
Travelers (16) 

United States Fire (1. a” 
Westchester F. (*1.40 


INVESTMENT TRUSTS SHARES 


Amerex Corp. 

Brit. Type Investors 
Bullock Fund 

Corporate Trusts—AA 
Fidelity Fund 
Incorporated Investors 
Maryland Fun 
Massachusetts Invest 
Nation-Wide Securities B 
No. Amer. Trust Shares 1958 
Quarterly Income Shares 
Spencer Trask Fund 
Uselps Voting Shares 


* Includes extras. 





sistance level of approximately 39 
established by fluctuations within 
the triangular formation designated 
D on the graph. Underlying tech- 
nical strength has been demon- 
strated by this market action and 
any favorable developments affect- 
ing the company or its industry are 
likely to be reflected in fairly sub- 
stantial appreciation over the near 
and intermediate terms, always pro- 
viding, of course, that no adverse 
influences of a general character 
arise to affect the market as a whole. 





In The Next Issue 


A Comprehensive Analy s 
of Timken Roller Bearing 


Profit Opportunities in 
Three Price Fields 
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